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The cue must be just right for you. The 
table perfectly cushioned. 

You find your game improves when 
you use the equipment that suits you 


best! 


If typing 


You'd use the best-all-around typewriter 
on the market—the Royal. 

So why not improve your secretaries’ 
work by supplying them with the best 
typing equipment. Get them Royals—the 
typewriters preferred by typists every- 


where. 





If billiards is your hobby... 


ROYAL ~ World’s No. 1 Typewriter 








Preferences For Royal Far Out In Front 


1. Popularity! Just see how Royal rates with secretaries and 
typists. A national survey shows that the preference for 
Royals equals the combined preference for the next three 
leading typewriters. Your typists will do more work, better 


work on machines they prefer using. 


2. Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter. That’s 
why Royals’are preferred. That’s why they result in higher 


production per machine! 


3. Royal durability! These typewriters are really sturdy. 
Royals stand up... spend more time on the job, less time 
out for repairs. With Royal, you get the maximum return 


for your typewriter investment! 
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In every field of industry, Ditto pays for itself 
many times over each year—actually costs noth- 


ing because of repeated savings in time and 





money. Ditto speeds work, coordinates ac- 
tivities, eliminates copy errors—achieves overall 


efficiency that adds thousands of dollars in profits 





to hundreds of business firms each year. Mc- 





Quay-Norris Manufacturing Co., for example, 





saves $15,000 annually with a Ditto One-Writing 





Order-Billing-Back-Order system. You can effect 





substantial savings with Ditto in your business. 





*A letter inour files, from the Scott-Foresman Company, testifies 
to this statement. Copy of the letter is available upon request. 






Send for your free copy of Case History 4711 
and learn how Ditto saves McQuay-Norris 
Manufacturing Company $15,000 yearly. 













Ditto Inc., 2240 W. Harrison, Chicago 12, Ill. 


In Canada: Ditto of Canada, Ltd., Toronto, Ontario 
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Correspondence 





“REALISTIC DEPRECIATION” 


Editors, THE CONTROLLER: 

One of the rewards of authorship is 
the rekindling of old friendships that 
have too long lain dormant. I reaped such 
a reward from the article appearing in the 
October, 1947, issue of THE CONTROL- 
LER by hearing again from my long time 
friend, Theron G. Councilor. (“On Bas- 
ing Depreciation on Replacement Costs,”’ 
THE CONTROLLER, March, 1948, page 
148) Since several of his remarks call for 
definite answers, I feel obligated to reply 
in an open letter. 

Mr. Councilor voices two principal ob- 
jections to the article appearing in the 
October issue, entitled ‘Preserving the 
Integrity of Equity Capital’: 


(1) That the article evades the ques- 
tion whether the correction for the eco- 
nomic change should enter into the profit 
determination or be established by an ap- 
propriation of net income; 

(2) That the idea expressed is too 
highly theoretical. 


In reply to the first criticism, there is 
no disposition on my part to avoid a 
frank statement of the fact that the addi- 
tional cost necessary to compensate capi- 
tal for the gap emanating from a rising 
price-level is a proper charge against op- 
erations in profit determination (either on 
the deferred or complete periodic recoup- 
ment basis), and I do not find either in 
that article or in any other material I 
have written on this subject statements 
that appear to justify such a criticism. In 
fact, in several actual cases I have advised 
against the mere appropriation of net in- 
come for such purposes as a useless ges- 
ture. 

In regard to the second criticism, an at- 
tempt to belittle the idea of compensating 
capital for the gap emanating from a ris- 
ing price level by characterizing it as 
“theoretical” is unworthy of the type of 
thinking of which I know from experi- 
ence Mr. Councilor is capable, and I 
would not dignify it by replying except 
that the obvious answer is so readily at 
hand. The refutation is to be found in the 
1947 annual reports of U. S. Steel, Beth- 
lehem, Borg-Warner, Chrysler, Marshall 
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Field, Westinghouse and DuPont. The de- 
mand for expression of the economic facts 
does not stem from the ivory towers of 
dreamers but from the heat of a business 
world bedeviled by the vicissitudes of in- 
flation. 

I agree entirely with Mr. Councilor on 
the fallacy of the replacement idea. Both 
Lifo Inventory and “Realistic Deprecia- 
tion” are faulty in principle because they 
would make the need for recoupment of 
capital in terms of the current dollar de- 
pendent upon the disposition of such cap- 
ital after its recovery. Replacement cost— 
either actual, as is the case of Lifo, or 
contemplated, as in the case of ‘‘Realistic 
Depreciation’"—may be useful as a meas- 
ure of the additional dollars required for 
capital compensation but it is not a con- 
dition requisite to the need for recovery 
of capital at current price levels. It is un- 
fortunate that this fallacy has gained an 
appearance of authenticity through the de- 
velopment of the so-called Lifo principal 
growing out of the application of Section 
22D I. R. C. as interpreted in the Hutz- 
ler case. I do not wish, however, to be 
misunderstood by this comment. In my 
opinion, the good that has come from the 
development of Lifo offsets many fold the 
fallacious dependence upon replacement. 

Mr. Councilor asks how such a charge 
would appear in the income statement. If 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 


for inclusion on this page. 


The Editors 











he wishes to show this as a separate item 
described perhaps as ‘‘additional costs to 
complete periodic recovery of capital in- 
vested in operating properties” or if U. S. 
Steel wishes to show it as part of the 
charge for wear and exhaustion (with ap- 
propriate note as to the amount of addi- 
tional charge), I would find no fault with 
either one. The mere mechanics of display 
are not important as long as the facts are 
stated. 

If Mr. Councilor wishes to define de- 
preciation as the periodic installment of 
the amortization of an expenditure and to 
hold firmly to that definition, I would 
have no disposition to dispute the matter 
with him. The need for the inclusion of 
the economic facts in any statement of 
profit determination transcends any fruit- 
less argument of definitions. 

Rather than burden this letter with 
other explanations and comments, I am 


a ae ...... JULY, 1948 





32 





3 








sending Mr. Councilor several pamphlets 
which I have written on this subject, ep. 
titled ‘Are Corporations’ Profits Too 
High ?’, “How to Fortify Your Business 
Against Inflation” “The Fallacy of the Re. 
placement-Value Theory”, and “What is 
the Lifo Principal ?”. Any reader of Tue 
CONTROLLER who wishes copies of these 
pamphlets can obtain them without charge 
by writing to me. 

WILLIAM T. SUNLEY, Partner 
Kuhn-Sunley and Company 
Chicago, Ill. 


Editors, THE CONTROLLER: 


Thank you very much for your courtesy 
in sending me a draft of Mr. Sunley’s let- 
ter and inviting any comments thereon. 
Enclosed are the only comments which | 
have to make: 


Thank you, William T. Sunley, for 
treating me as gently as you did in the 
foregoing letter. I probably should have 
known better than to start anything con- 
troversial with an old maestro. However, 
since I let myself in for it, here goes! 

My only criticism of what I charac- 
terized as “‘a fine piece of work’’ was that 
it ‘annoyed me the least little bit because 
of its highly theoretical theme and be- 
cause of the authors’ buckpassing with re- 
spect to whether the adjustment should or 
should not appear in the determination of 
profits and, if so, exactly how.’’ Comment- 
ing further on these observations. 


a a 
1. Buck passing 

The eighth paragraph of the article states as 
follows: ‘. . . Provisions for giving effect to 
such economic changes, however, have not 
been introduced into the framework of the ac- 
counting concept of profit, as based on gen- 
erally accepted accounting practices, and it is 
not the purpose of this article to advocate that 
they necessarily should be so included. But it 
is the purpose of this article to point out that 
regardless of whether such economic changes 
are included or excluded from the framework 
of the accounting determination of profit, theit 
effects should be recognized by management 
so that they may be taken into consideration 
in formulating future financial policies and in 
negotiating matters affecting a company’s finan- 
cial planning.” 


If this isn’t evading the issue, then I don't 
know evasion when I see it—or read it. 
And please don’t get mad at me, mister. 





2. Highly theoretical theme 

The article in question is a fairly long 
article—approximately twelve columns 
—containing numerous illustrations. | 
read it pretty carefully, wading through 
the illustrations with pencil, pad and 
calculating machine. What broke the 
back of my already overworked intelli- 
gence was the following which ap- 
peared near the end of the article: 

“Of course, the practical application of the 
principal of under-investment, and other prin- 
ciples involved in reflecting economic changes 
in the financial structure, is not a simple mat- 
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NOW—you can record facts and figures 
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Figures ‘fly’ wherever you want them. Net profit columns 
on these six translucent ledger sheets can be transferred to 
a composite Ozalid report without lifting a pen—in fraction 
of usual time. 





Repeat Posting Eliminated. You make your entries only 
once on a translucent master card ... turn out required num- 
ber of Ozalid prints for various departments or branches. 
Always 100% accuracy ... time and labor saved. 


Ordinary Translucent Paper 
Serves as Your Ozalid Master 


Anything you type, draw, write or print on ordinary 
translucent paper or card can be duplicated immedi- 
ately—in whole or part—in the new Ozalid Streamliner. 

Thus, you eliminate manual transcription .. . and 
proofreading—always considered a necessary and ex- 
pensive operation. 

A new booklet—“The Simplest Business System”— 
lists 116 job-by-job savings possible when you use 
translucents and Ozalid. 


Write today for your free copy. 
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3 x 5 inch cards can be reproduced in a minute. 





She used to type .. . but now the desired number of extra 
copies can be made directly from this salesman’s report. 
Each Ozalid print a positive (not negative) copy... pro- 
duced in 25 seconds... at cost of only 114 cents. 
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ter of selecting an appropriate monetary index 
and applying it to the capital stock, as might 
appear from the illustration. As we stated at 
the beginning of our consideration of the il- 
lustration, it has been over-simplified in order 
to isolate the principle. We have selected a 
single investment made at one time, related it 
to a specific asset with a single termination 
date and have assumed that the monetary in- 
dex and the price index for the specific type 
of asset are the same.” 

In an actual case there will be a need for 
many monetary indexes and price indexes de- 
pending upon dates of acquisition and invest- 
ment and upon sources of capital and types of 
assets and the various principles of economic 
changes to be applied.” 

Now, I ask you! 

Oh well, we're still good friends any- 
way—I hope. 

T. G. COUNCILOR 
Controller and Assistant to 

the President, 
Copperweld Steel Company, 
Glassport, Pa. 


NAMING OUR ECONOMY 
Editors, THE CONTROLLER: 

Your editorial on “The Enterprise 
Economy” is, I think, right in saying that 
we should not call ours a “Capitalistic 
Economy.”’ This name certainly suggests 
that the economy is run for the sake of 
the capitalists, conceived as bloated pluto- 
crats. The term ‘‘capitalism’’ is not so ob- 
jectionable but ‘“‘capital-supported econ- 
omy” would more nearly convey the right 
idea. This is that the high investment in 
power, machinery, etc., has made possible 
and supported a high standard of living 
for practically everybody. 

Terms based on the use of capital serve 
to distinguish our highly mechanized 
economy of the present day from the 
more primitive handicraft economies of 
the past. They fail, however, to differenti- 
ate between the voluntary labor and the 
decentralized management of the United 
States and the government compulsions 
and controls of Russia. 

A term such as “Enterprise Economy” 
might be satisfactory to distinguish be- 
tween the growth and decline phases of 
any civilization or nation but (unless we 
use the prefix “American” or “Russian’’) 
it does not help to differentiate -between 
the growth phases of two nations, such as 
the United States and Russia. Certainly 
communism shows too much rather than 
too little enterprise. 

The ideal term would describe the 
principal features of our economy and 
differentiate it from both handicraft and 
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socialistic economies. These features seem 
to be as follows: 


Capital-supported or mechanized vs. 
handicraft; 

Freedom (relative) of opportunity, en- 
terprise, initiative and invention (but 
not freedom from work, the handi- 
caps of nature or the disciplines nec- 
essary to voluntary cooperation) vs. 
government direction and control; 

Decentralized voluntary organization 
(partnerships, corporations, coopera- 
tives) vs. state fascism; 

Competitive reward-seeking (which is 
stimulating and dynamic) vs. compul- 
sion and punishment-evading (which 
makes it safer to be mediocre than 
outstanding, profit “system” is too 
narrow a term). 


A short name would have to be selec- 
tive and, therefore, might vary according 
to the way in which it is to be used. Per- 
haps ‘Voluntary capital-supported econ- 
omy” might be a good term for many pur- 
poses. 

E. STEWART FREEMAN 
Company Auditor 

Dennison Manufacturing Co. 
Framingham, Mass. 


INTERNATIONAL CONGRESS 
ON ACCOUNTING 


The following excerpts from a letter 
dated May 19 concern the International 
Congress on Accounting which was held 
in Paris, France, May 10-15. The writer, 
David D. Jacobs, is European Comptroller 
of International Harvester Company and 
attended the Congress at the suggestion of 
C. E. Jarchow, Vice-President and Comp- 
troller, International Harvester Com pany 
of Chicago, who is President of the Con- 
trollers Institute of America. This year’s 
Congress was the first since prewar years. 


—The Editors 


Editors, THE CONTROLLER: 

. . . The Garde Republicaine, which is 
the government band for official occasions, 
was there in full regalia, which added to 
the impressiveness of the opening cere- 
mony. About 1,500 persons attended, 
which included 150 from 21 foreign 
countries. 

Paul Caujolle was the principal speaker 
at this session. He welcomed all those in 
attendance, and particularly those from 
foreign countries, recounted the studies 
that were to be pursued during the Con- 
gress, and expressed the aim of establish- 
ing an international institute for the pur- 
pose of ‘disseminating information and 
standardizing methods. 

On Tuesday and Wednesday 12 differ- 
ent groups on special accounting matters 
held concurrent sessions. Therefore, it 
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was possible for me to attend only a few 
on subjects which I thought would be of 
the most general interest. On Tuesday | 
attended the session on Accounting and 
Taxes, and on Wednesday the ones on In- 
dustrial Accounting and General Account. 
ing. Each group was led by a qualified 
person assisted by several specialists in 
certain phases of matters under discus. 
sion. The leader of the session on Ac. 
counting and Taxes was a lawyer, while 
those of the Industrial and General Ac. 
counting sessions were accountants. 

There was very little discussion during 
the early sessions on Accounting and 
Taxes, because the leader read from 4 
previously prepared manual which pri- 
marily summarized the history of the ef- 
fect of taxes upon accounting methods, 
On the other hand, there was a great deal 
of discussion in the sessions on Industrial 
and General Accounting, particularly in 
respect to standard costs and the revalu- 
ation of assets. Both of these are live sub- 
jects in Europe at the present time. The 
reduced purchasing power of many Euro- 
pean currencies has necessitated revalua- 
tions for management purposes, whether 
or not they have been given official recog- 
nition, as ins France. Furthermore, price 
controls, mounting costs, and the necessity 
of maintaining working capital, have for- 
cibly brought standard cost systems into 
the foreground. Apparently such systems 
have not been in general use in Europe, 
but if the enthusiasm evidenced in the 
meeting receives additional stimulation, 
there will undoubtedly be many changes 
for the better in the future. 

Audience participation in the group 
discussions was possible because there 
were less than 100 persons at any meeting 
attended. This participation was well con- 
trolled and added immeasurably to the 
value of the sessions. Most participants 
were French, although some were repre- 
sentatives of Switzerland, Italy, Portugal, 
and Czechoslovakia, all of whom spoke 
fluent French. There were several repre- 
sentatives from England but none of them 
participated in the sessions which I at- 
tended. 

As far as I was able to determine, I 
was the only American in attendance. I 
made it a point to meet some of the lead- 
ers, including the President of the Gen- 
eral Organization, but I took no official 
part inasmuch as I had no authority to 
concur in conclusions reached and resolu- 
tions adopted, other than from a purely 
personal standpoint. 

My overall impressions of the Congress 
were very favorable. The enthusiasm 
shown was extraordinary, and I am sure 
that an international institute, as well as 
future congresses, would stimulate and 
maintain advanced thinking in accounting 
in Europe, which would aid in their eco- 
nomic improvement, a matter of vital con- 
cern to everyone. 

Davin D. JACOBS 
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Measuring Men to Fit the Job 


ID YOU EVER hire the wrong man? He looked good, 
sounded promising, his references were fine, experi- 
ence just right, but he was a “‘bust’’ on the job. 

How much did it cost to train him? And how much time 
was lost in finding out that he was a misfit while someone 
else could have been making a profit on that job for the 
company? 

Probably the pioneer efforts to deal with that problem 
were the studies of the Life Insurance Sales Research Bu- 
reau. Some years ago, it.reached the stage of being able to 
judge, with uncanny accuracy, whether or not a raw recruit 
could be developed into a successful life insurance sales- 
man. Professors of psychology and business service organi- 
zations pricked up their ears and began experiments with 
“aptitude testing.” The results have been striking. A manu- 
facturer who formerly felt satisfied if 50 per cent of the 
men hired as salesmen turned out to be competent has in 
the past two years achieved 80 per cent success with the 
men hired under aptitude testing. 

The psychologists tell us that they cannot yet assure that 
a particular college graduate, for example, will eventually 
be sufficiently competent to become the controller of a hun- 
dred million dollar corporation. In fact, they never expect 
to be able to, and hope that promoters will not oversell the 
idea. They do say, however, that they have found good ways 
of testing for ‘growth capacity,’’ ways which prove useful 
to top executives as a means of checking up on the judg- 
ment of junior executives regarding men still further down 
the line. 

The American Institute of Accountants believes that it 
can, at the very least, achieve practical bases for selecting 
young men and women with a natural aptitude for account- 
ing. It has already spent more than $40,000 on this research 
—compiling tests, testing them, and waiting to check the 
results by actual performance of the individuals. American 
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Institute officials believe they are now at the stage where 
these tests can be made widely available—perhaps in co- 
operation with the Controllers Institute of America—to 
controllers as well’as public accountants. 

Has any reader of THE CONTROLLER had experience 
with this type of testing? 


Improving Communication Among Economists 


HILE reading your morning paper, have you come 

across the reports of speeches by two’ prominent 
and prestigious economists expressing diametrically opposite 
views on some important public question? Do you some- 
times wonder why we need these high-priced specialists to 
compound our confusion? 

Most of us, at times, are inclined to accuse the economists 
of practicing the art of putting the things we know into 
words we don’t understand. We could become confused 
almost as well by ourselves! 

In an era when economists are wielding a constantly 
increasing influence in government and business, the prob- 
lem deserves more than a passing comment. Economists 
are supposed to be scholars and searchers for the truth, but 
they sometimes seem to have become as apt students of 
contention and debate as any politician. Where it is pos- 
sible to arrive at truth and agreement, the prolongation of 
confusion and debate may damage your business or your 
community. 

Not only do economists occupy important places in vari- 
ous government bureaus and departments, but the President 
now has his “Council of Economic Advisors,’ and the two 
houses of Congress have a ‘Joint Committee on the Eco- 
nomic Report.’’ All of these governmental functions of the 
economist are newly created in recent years, or newly ele- 
vated to their present importance. At the same time, more 
and more large business enterprises maintain an economist 
on the staff. In a number of cases, he is an elected officer 
with top-drawer rank. Many medium and smaller business 
enterprises retain the services of a consulting economist or 
an economic service. 

It’s important to all of us, therefore, to ask: why can’t the 
economists agree more frequently? 

Perhaps it is a problem in the art of communication. It is 
understandable that economists, engaging in the field of 
political advice, should follow the communication methods 
of the politicians. But is it logical? The politician is seek- 
ing public support and votes, so he makes his statements 
before audiences, by radio and in the press. Of course, he 
disagrees with his opponents. The public expects him to, 
and would be disappointed if he didn’t. The public re- 
gards all politicians as salesmen and retains a good-natured 
“caveat emptor’’ attitude. 

In the fields of physics, chemistry and religion, the public 
likes to hear the leading authorities agree most of the time. 
As human beings, we need something solid to cling to. 
From long experience, church organizations try not to let 
differences of opinion reach the public ear. Prolonged and 
careful debate among the scholars resolves most differences 
before they reach the stage of public debate. 

Now there are signs that the groundwork is being laid 
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for better communication among the economists. I recently 
received a copy of a confidential memorandum from the 
economists of the Chamber of Commerce of the United 
States to the economists in the President’s Council of Eco- 
nomic Advisors. This memo was a response to a request by 
that Council for comments and suggestions on its work 
and its reports. Although I am not privileged to disclose 
the contents of the memorandum—and it is mainly technical 
in nature—it contains both favorable and unfavorable com- 
ment, friendly in its general tone. 

The significant thing to me is that the Chamber of Com- 
merce, in sending this confidential memorandum, is seeking 
no plaudits from the public or its members, but is attempt- 
ing to help in the work of the Economic Advisors in a man- 
ner which should generate light rather than heat. They are 
hoping for public benefit rather than howls and cheers from 
the rabid. 

A second channel of communication which looks hope- 
ful is the Conference of Business Economists. I am describ- 
ing it in detail because its very existence and character may 
be reassuring to controllers as top financial officers of their 
companies, responsible for forecasting and budgeting. 


Conference of Business Economists 

This is an informal group of economists employed by or 
representing private enterprise. Membership is by invita- 
tion only and limited to fifty. Government economists and 
professors are specifically and intentionally excluded, al- 
though members of both these groups are frequently invited 
to address the Conference or participate in discussions. The 
Conference meets four times a year in a one-day session 
which is always ‘‘off the record.” 

The group has a double objective: 


(1) to assist its members in meeting their responsibilities 
to advise their respective corporations in matters of forecast- 
ing sales, financing expansion, determining purchasing and 
inventory policies, etc. 

(2) to furnish a point of liaison with other groups—gov- 
ernment, labor, and education—where mature men can carry 
forward a frank discussion of national problems in a spirit of 
mutual helpfulness without fear of quotation by the press or 
misquotation by social theorists (and where their style will 
not be so cramped by the large audiences which attend Ameri- 
can Economic Association and other learned society meet- 
ings). 

A recent breakdown of membership shows the following: 


Number of Members 


Manufacturing and Trade ......... 15 
Banking a 13 
ELE RE ay pee reeereE Seen ree 3 
Association Executives and Editors . .. 10 
Consulting Economists ........... y 


The group, which includes the economists of some of the 
largest, most progressive, and best-known corporations in 
America, grew out of a suggestion made by Eric Johnston 
when he was president of the Chamber of Commerce of 
the United States. But with the exception of a preliminary 
mailing by the U. S. Chamber, it has run under its own 
power, completely independent, and might now be consid- 





ered as a reasonably permanent institution. It seems like a 
promising development in the problem of communication 
among economists. 


Harnessing Profits to Internal Control 


RECENT address by Henry Arthur, Economist of 

Swift & Company, includes an interesting observation 
on how the profit motive is utilized to stimulate efficient 
operation in the several divisions of a complex commercial 
organization. 

“Profits are so important as a guide, that we use them 
within the business. . . . Thus, we make each department 
stand on its own feet profitwise. If the Table-Ready Meats 
Department can secure its raw material more cheaply from 
some other meat packer than it can by buying from our own 
Beef or Pork Departments, then we have to meet this out- 
side price or let the business go to the outsider. 

“The same thing is true in all branches of our business. 
The Glue Department has to bid for scraps and similar raw 
materials against the Animal Feed Department which may 
want to use these by-products for tankage and livestock or 
poultry feeds. Our subsidiary in the tanning business doesn’t 
get Swift hides unless they bid the full market price. 

“In this way, by the operation of free choice under com- 
petitive market conditions, the relative profitability of dif- 
ferent alternatives is weighed.” 


It Pays to Buy Quality 
ERE’S A FINDING of interest to treasurers and 
finance officers charged with investing corporate re- 
serve funds. Dr. W. Braddock Hickman, of the National 
Bureau of Economic Research, is studying the experience, 
PROMISED YIELDS, 1928 
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REALIZED YIELDS, 1928-40 


° 2% 4% 


over the years 1900- 
I 1944, of 
corporate bonds (cover- 
ing issues amounting to 
$77 billion). As we all 
know, bonds of lower 
quality have at times 
sold at more attractive 
prices, and promised 
better yields, than high 
grade bonds. However, 
when one considers experience over the years 1928-40 it is 
found that the default rate on low grades was so much 
greater than on high grades that the realized yield on the 
former was only one-third of that produced by the latter. 
The charts herewith—published through the courtesy of 
the National Bureau of Economic Research—prove the 
adage: there’s no substitute for quality. 
—WALTER MITCHELL, JR. 
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Cur Company: 


What People Want To Know About It 


Controllership Foundation’s New Study Reveals Some ““Kye-Openers” 


Controllers and other executives who 
have been grappling with the question, 
“What kind of annual report should our 
company issue?’’, will obtain new light 
—plus concrete assistance—from the ex- 
haustive study on this subject just com- 
pleted by the Controllership Foundation. 

Whereas most “answers” in the past 
have been based on the methods used 
by other companies, the Foundation’s 
latest project, conducted by Elmo Roper, 
New York, discloses what people who 
receive annual reports really crave in 
that direction. In the main, the survey 
shows, they are not getting it today. 

The trouble is that several “publics” 
are involved, rather than just one com- 
mon-denominator of shareholder-inter- 
est. There is the run-of-the-mine stock- 
holder with no accounting knowledge 
or experience, whose appetite is limited 
to essential facts ‘‘outlined quickly and 
in simple language.” There is the more 
sophisticated large investor, who under- 
stands accounting terminology and is 
avid for details and source material. 
There is the woman investor who relies 
on professional advisors. Bankers, trust 
officers, brokers, investment counselors, 
financial analysts, and the like, consti- 
tute still another “public.” For these, 
; the annual report is only one source out 
of many to be consulted in evaluating 
a company’s position and prospects. A 
fourth category of importance embraces 
employes, whether shareholding or not, 
whose interest centers upon continuity 
of employment, rather than earnings 
and statements of condition. Fifth and 
last come labor union officials, both na- 
tional and local, who also crave specific 
information of a type not generally 
given in company annual reports. 

The basic purpose of the Controller- 





DANIEL J. HENNESSY is President and 
Chairman of the Board of the Controller- 
ship Foundation, Inc. This is his second 
article on the recent study of the Control- 
lership Foundation. The first, in the June, 
1948, issue of THE CONTROLLER, was 
entitled, ‘What Is Wanted in Company 
Annual Reports?” 


THE CONTROLLER........... 


By Daniel J. Hennessy 


ship Foundation’s survey, which has re- 
sulted in its “Report on What Informa- 
tion People Want about Policies and 
Financial Conditions of Corporations,” 
is to determine what, if any, reactions 
these several groups or “publics” ex- 
hibit in common, and what general 
measures might be taken to meet the 
needs of all. 

“The answer to the first is that there 
are few, if any, important reactions that 
all the groups share,” the Report de- 
clares. ‘Instead, the publics divide into 
two groups—the sophisticated and ex- 
pert consumers of financial data, and 
the people who simply want to know 
in a general way how their investments 
are turning out. The present annual re- 
port, in its average form, seeks to meet 
the needs of both groups, and in doing 
so, may very well fail to satisfy either. 
One group wants more information, 
and particularly more statistical break- 
downs, while the other can’t under- 
stand statistics and wants to know only 
how its company ‘is doing.’ ”’ 


Two CHIEF AUDIENCES—POLES APART 


How far apart these two main audi- 
ences are is established early in the Re- 
port. The run-of-the-mine stockholders 
exhibit relatively little interest in cor- 
poration financial data. For example, 
when asked about the company in which 
they are most interested and which they 
presumably know most about, 21.8 per 
cent of the male stockholders and 43.3 
per cent of the female stockholders in- 
terviewed in the survey did not know 
whether it earned more profits in 1947 
than in 1946, while 34.1 per cent of the 
men and 64.9 per cent of the women 
confessed ignorance when asked if the 
company had any outstanding bonds. 
Almost 15 per cent of the men (14.9) 
and 26.3 of the women were unable to 
state whether the stock was now selling 
for more or less than when it was pur- 
chased. 

“The thing that stands out above all 
others,” the Report makes plain, “is the 
relatively small amount of interest ex- 
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hibited by the run-of-the-mine stock. 
holders group in corporation financial 
data. They want to know about the earn- 
ings of the corporation they own stock 
in, and they would like to have some. 
one give them an appraisal of the com- 
pany’s financial strength and soundness, 
These two, when added together, 
amount to a live interest in the safety 
and productivity of the investment. 


““OPPRESSED—AND BORED” 


“But when it comes to reading f- 
nancial tables and forming his own con- 
clusions about the soundness and pros- 
perity of the companies he owns stock 
in, the typical stockholder loses interest. 
He is oppressed by the complexity of 
financial data and frightened by what 
seems to him the incomprehensibility of 
accounting language. So, while he feels 
somewhat guilty about his lack of enter- 
prise, and in some instances tends to 
magnify the amount of attention he 
does devote to the subject, the typical 
reaction of the run-of-the-mine stock- 
holder to the fancy brochures he receives 
annually from the companies ranges 
from boredom to cursory interest. 

“As an investor, he wants to know 
first of all about profits and dividends, 
and his interest in other items, when he 
is interested in them, seems to be due to 
a feeling that they bear somehow on 
dividend possibilities. But the run-of- 
the-mine stockholder does not seem to 
be very sophisticated in making such in- 
ferences about dividend-producing fac- 
tors. He mentions generalities like the 
‘general soundness of the company,’ its 
‘financial condition’ and its ‘market po- 
sition’ more often than he does the spe- 
cific balance sheet and income statement 
items that are the real indicators of a 
company’s current position. Only 11 pet 
cent of the stockholder respondents in 
the survey refer to any balance sheet 
items as things they need to know about 
in order to keep track of an investment, 
and ‘volume of business’ is mentioned 
by only one in fifteen. There is some in- 
terest in knowing who are the people 
who run the company, and there is some 
yearning for a look into the companys 
future. On the other hand, there 1s 
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little or no volunteered interest in la- 
bor relations, in taxation as it bears on 
the company, Or in other relations with 
the government.” 


THE AVERAGE STOCKHOLDER AND THE 
ANNUAL REPORT 


Considering such attitudes, the reader 
of this Report is not amazed by the run- 
of-the-mine stockholder’s reaction to an- 
nual reports as now published. “A third 
of the respondents say they try first to 


“Appraisal of the value of reports 
brings out no great enthusiasm. Sixty 
per cent of those asked to rate their 
usefulness will give the reports no more 
than a ‘moderately useful’ rating, and 
an eighth of the group declare openly 
that the reports are not useful at all. 
When this latter group is added to the 
27 per cent who were not asked the 
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STANDARD O'L. COMPANY NEW JERSEY? 


mine stockholder is not an avid con- 
sumer of information about the com- 
panies he owns stock in. Since he has 
paid good money to get his stock certif- 
icates, he is naturally anxious to get 
dividends, and he is interested to know 
what the chances are that ‘his company’ 
will remain strong enough to safeguard 
his capital and become profitable 
enough to pay the same—or a bigger—re- 
turn on his money. To him these are 
simple questions that can be answered 


in a paragraph, and he says he will be 
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These 12 illustrations comprise best cover designs of 1946 corporate reports, as determined in annual survey by “Financial World.” 


find out about company earnings,” the 
study makes clear, “but another 27 per 
cent can name nothing they first look 
for. The number who evidence enough 
sophistication to concern themselves 
with balance sheet items are pitifully 
small. Asked about other things, be- 
side the first, that attract their interest, 
only about half the stockholders can 
name any at all. Among those who do 
know something, it is again earnings 
that is most frequently mentioned. 


question because they didn’t read finan- 
cial reports, there is a total of 40 per 
cent of the total stockholder body who 
profess to find no utility in the brochures 
they receive from their favorite com- 
panies. 

“The general conclusion that emerges 
from this part of the total study is that, 
to put it mildly, the general run-of-the- 


THe CONTROLLER........... 


satisfied if his company gives him these 
answers. 

“If it gives him more complicated 
tables prepared by accountants—pages 
of text describing the company’s prod- 
ucts, policies, problems, personalities, 
and charts and pictures to show where 
the company’s dollar goes or what its 
new factory looks like—he may or may 


Juty, 1948 





339 








not give these things a few brief mo- 
ments of passing attention. But, remem- 
bering the limited interest with which 
he opens the annual report and his de- 
sire to get only two questions answered, 
there may be some danger of ‘report in- 
digestion.’ If he has to look too far to 
find out what he wants to know; if he 
can’t find any simple and _ believable 
statements about how his company is 
doing, he may throw the whole thing 
into the wastebasket and lament the in- 
ability of ‘overpaid corporation presi- 
dents’ to talk his language.” 


LARGE INVESTORS AND THE ANNUAL 
REPORT 


Near the opposite pole—but not as 
close to it as the professional advisor 
and analyst—stands the large investor, 
whose attitude stands revealed by 59 
“depth” interviews conducted in ten 
separate cities. The researchers talked 
informally with 41 men and 18 women 
—all substantial investors. While the fe- 
male investors in this category depend 
largely on advisors and regard the pres- 
ent financial report as ‘‘a pretty formi- 
dable document,” the men in this group 
know what they want and where to look 
for it. To cite from these interviews: 

“What kinds of information do I 
want the companies I invest in to in- 
clude in their reports? Everything! I 
want to know about the personnel and 
policies of the company’s management. 
I want to know about all the products it 
now has on the market, and about any 
new products the company is preparing 
to market. I want to know first, in broad 
terms, what the company is doing; then 
the report should go into detail, show- 
ing exactly how it functioned during 
the last year. I am particularly con- 
cerned with the accounting practices of 
the company report. It should show ex- 
actly how the company treats its re- 
serves and depreciation. In all company 
reports I want ‘the full, standard ac- 
counting practices, with nothing omit- 
ted. 

“The company annual reports are, of 
course, the official source of informa- 
tion. I also make use of S.E.C. and 
I.C.C. reports, and reports of the public 
service commissions. I look at the statis- 
tics published by organizations like 
Poor’s: they pick up and condense use- 
ful information it would take too long 
to acquire in other ways. I also get some 
information on certain companies 
through personal contacts with people 
in those companies. I go direct to the 
main source—the company’s manage- 
ment—for answers to questions I may 
have on subjects not covered in the dif- 


“The first thing I turn to when I open 
a report,” vouchsafed another large in- 
vestor, ‘is the income statement. I fol- 
low the statement down from gross to 
net and get the relations between each 
figure. Then I turn to the balance sheet 
to determine the current financial 
strength of the company. I compare 
total current assets and total current 
liabilities, and then examine the nature 
and amount of each of the items in- 
cluded there. I am particularly inter- 
ested in the nature and size of invest- 
ments, amount of cash, the liquidity of 
their current assets, the vulnerability of 
their inventory figures, and so on. Then, 
if I know anything about the industry 
and its financial requirements, I can 
judge pretty well how financially sound 





Compact Summaries 
For Shareholders 


Westinghouse Electric Corp. 
stockholders prefer a compact 
summary of the company’s 
yearly operations rather than 
an elaborate, illustrated an- 
nual report, company officials 
indicated recently. Reporting 
on the results of a survey of 
the shareholders, Gwilym A. 
Price, Westinghouse president, 
disclosed that of 762 replies to 
a questionnaire, 497 preferred 
the company type of report 
issued for 1947. Only 57 
wanted the more elaborate, 
illustrated report issued in re- 
cent prior years. 





the company is. I will know how sub- 
ject the company is to a business reces- 
sion by the nature of the business and 
the relative size of its inventory and 
cash position in comparison with its 
short-term liabilities.” 

While not all the individuals in this 
large-investor group asked for a greater 
over-all volume of detail than they are 
now getting in annual reports, most of 
the respondents expressed a desire for 
more detail on some subject which they 
regarded as being particularly revealing. 
Added together, these separate requests 
cover practically everything about a 
company’s condition or activities—de- 
scription of management personnel; 
reconciliation of the surplus and reserve 
accounts; consolidated income §state- 
ments and balance sheets going back 
ten years; complete exposure of expense 
items; details on contingent liabilities; 
existence and extent of hidden reserves ; 
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back history of the company’s earnings 
and dividends; the competitive situa. 
tion in the company’s field; programs 
and policies for the future—to mention 
only a few. 

Both the run-of-the-mine stockhold- 
ers and the large-investor group possess 
certain things in common, the survey 
shows, despite their dissimilarity in re. 
gard to detailed statistics and account- 
ing terminology. “Both the less sophis. 
ticated and the more sophisticated are 
inclined to pick earnings, dividends 
and financial condition as being most 
important to know about, along with an 
appraisal of future prospects,” the Re. 
port declares. The fifth choice of both 
groups is “new products and services 
the company is preparing.” Far down 
on the list of priorities, with both, are 
items having to do with company labor 
policy, and among the more sophisti- 
cated annual report readers the interest 
in these matters goes down as the num- 
ber of stocks owned decreases. When 
asked what information interested them 
least, both groups named executive sal- 
aries as being least important to them, 
with government relations running sec- 
ond for this dubious honor.” 


SATISFYING BOTH GROUPS OF 
STOCKHOLDERS 


In order to satisfy the run-of-the- 
mine stockholders who crave simple, 
easy-to-read information, and at the 
same time not to deprive the more so- 
phisticated investors of the accounting 
facts and figures that they prize, the Re- 
port recommends that the present prac- 
tice of sending all stockholders the 
same type of annual report be reconsidered 
by management. 

“For at least half of the stockholders, 
and possibly 75 per cent of them,” the 
document advises, “it might be more ef- 
fective public relations technique to 
send them annually or semi-annually 4 
one-page statement signed by the presi- 
dent saying something like the letter on 
the adjoining page. 

Along with such a letter would goa 
condensed income and surplus state- 
ment and a balance sheet, in order to 
comply with stock exchange regula- 
tions. A second document advocated as 
a result of the survey would be some- 
thing in the nature of a company news- 
letter telling—again in simple narrative 
prose—what the company is doing that 
is interesting. 

“This would be frankly a public re- 
lations document,” the Report explains, 
“designed to do for stockholders what 
the employes’ house organ does for the 
working force. It would tell about new 
products, new personalities, and new 
problems, and give a running account of 
the high spots in the corporations 
month-to-month history. Perhaps tt 
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Dear Stockholder 


“We made X dollars per share last year, as compared with Y dollars the year before. 
We paid you Z dollars in dividends as against R dollars last year. The present pros- 
pects are that we will not do quite as well next year, but we think your dividend is 
probably safe if nothing unforeseen happens. 

“As companies in this field go, we are in a fairly strong financial position. We have 
no large outstanding debt, but we do not have the reserves to weather a good-sized 
recession without going into debt to do so. Our financial position has been improving 
the last two years, however, and two more years of good business should put us in 
A-1 financial condition. 

“We will be glad to try and answer any specific questions about any phase of the 
business if you will write us. We publish a complete financial report for banks, insur- 
ance companies and some of our larger investors. We will be glad to send you one 
if you will fill out the enclosed postal. But we do not wish to burden you with this 
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document unless you want it.” 





would be distributed as a dividend en- 
velope stuffer, perhaps as a separately- 
mailed magazine or brochure. A num- 
ber of corporations are doing things of 
this sort already, but others still try to 
cover many of these topics in a rapidly 
expanding annual report. 

“With this arrangement, a self-se- 
lected public is left for the full-scale an- 
nual report, which can be redesigned to 
meet the needs of people who really 
want to dig into it. These would be in- 
dividual investors with a flare for ac- 
counting, expert analysts who might 
still use the report merely as an intro- 
duction to a closer personal investiga- 
tion of company finances, financial edi- 
tors, labor union research directors and 
others who know what terms like ‘sur- 
plus’ and ‘reserve’ mean. The report 
would be primarily a source document 
rather than primarily a device for pub- 
lic relations promotion, and it would be 
designed for ready access to cold statis- 
tical facts, not for eye-appeal or show.” 

Several themes relative to annual re- 
ports crop up repeatedly in the depth 
interviews with large investors. One is 
the belief, shared by nearly everybody, 
that the reports are, as far as they go, 
entirely truthful. A second is that the 
report could well be used as a medium 
for propaganda concerning the benefits 
of the capitalistic system. It is also sug- 
gested several times that a more ex- 
plicit description of the corporation’s 
tax burden and its relation to profits 
would be a good thing for stockholders 
to have. 

Commenting on the large investors’ 
reactions to annual report content and 
format, the Foundation’s study declares, 
“There seems to be general agreement 
that companies are giving out more in- 
formation than they used to, and that 
this is all to the good as far as the 
sophisticated investor is concerned. 
They are also thought to be better writ- 
ten. However, a considerable and vo- 
ciferous minority objects to the new 
trend toward glossy paper, pictures and 


expensive format in annual report prep- 
aration, and speaks of ‘prettyfication’ 
and waste of money. A second group of 
about the same size applauds the new 
format tendencies—perhaps not so 
much ‘because of the added appeal to 
the respondent himself, but more be- 
cause of a belief that it is a good thing 
for less sophisticated stockholders. 
“Several respondents make the practi- 
cal suggestion that two reports are 
needed—one full of detail but unem- 
bellished, for those who really want fi- 
nancial data, the other brief and much 
more a narration than a. statistical 
manual, and written in a style that will 
be attractive to small stockholders. As 
we have seen, such a plan would please 
run-of-the-mine stockholders and also 
the sophisticated group, many of whom 
rely on S.E.C. reports and stock services, 
as well. For many of them, the present 
annual report falls between two stools: 


it is neither good reading matter nor 
good source material.” 

The depth interviews with financial 
analysts and bankers—including stock 
brokers, trust officers, investment coun- 
sellors and others to a total of 61 in 10 
cities—prove that no annual report is- 
sued for stockholders in general is 
likely to satisfy their needs. Nearly all 
the people interviewed within this class 
had a variety of other sources of infor- 
mation, and many were in a position to 
go directly to company officials and get 
special questions answered whenever 
the desired information was not avail- 
able some place else. 

Nevertheless, the financial analyst- 
banker respondents made numerous 
Suggestions regarding information 
which they felt should be included in 
annual. reports, being more specific and 
more in unison about the items of infor- 
mation they wanted than were the large 
investors. 

“Financial analysts and bankers,” the 
Report affirms, “are more sophisticated 
than the large investors, and are less 
likely to take annual report figures at 
face value. They feel that many annual 
reports try to paint company progress 
and prospects in the best light possible, 
and that different—although equally le- 
gitimate—accounting procedures might 
have led to somewhat less optimistic 
conclusions. For them, the annual re- 
port is a document which presents a par- 
ticular point of view toward the com- 
pany’s financial operations, and one that 
must be checked as a routine matter, by 
reference to other sources of informa- 
tion, like tax returns and S.E.C. re- 
ports.” 








(Please turn to page 378) 





What the Sophisticated Report-Reader Wants to Know: 


1. Comparative income statement and balance-sheet figures for two to ten years 


back. 


2. More information on total labor costs, wage rates, wage increases granted, nego- 


tiations with the unions. 


3. Better and more informative figures on reserves, depreciation reserves and inven- 
tories, and explanation of methods used in calculating these items. 


ONA aA 


to net earnings. 


- Total income broken down by source from which derived and use to which put. 

. Quarterly or monthly figures supplementing annual reports. 

. More information which will facilitate an approval of management. 

. Reporting methods standardized within an industry. 

. Additional breakdowns of operating expense and of changes in total income prior 


9. Expansion planned and completed, and costs thereof. 
10. Information on training programs and personnel practices. 
11. Reconciliation of figures reported in the annual report with those used in income 


tax returns. 


12. New products in preparation and their relation to earning prospects. 


13. Territory and customers served. 
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Personal Liability of Directors for 
Section 102 Surtaxes 


If a corporation is obliged to pay the 
surtax for unreasonable accumulation of 
surplus under Section 102 of the Inter- 
nal Revenue Code, whose fault is it? 
More pointedly, who bears the financial 
onus? 

It is generally understood in a vague 
sort of way that the management is re- 
sponsible for unnecessary losses that a 
corporation sustains. A director always 
knows in a broad sense that he may be 
penalized because of Miss Feasance or 
her two brothers, Mal and Non. But re- 
cent events have indicated clearly that 
if the corporation has to pay the penal 
surtax, the management may have to re- 
imburse the company out of its own 
managerial pocket. From now on, every 
corporation director must realize that he 
is potentially in loco taxpayeris himself. 
From now on, it behooves every direc- 
tor to understand what Section 102 is 
and what his company is doing about it; 
because if the corporation’s action is 
penalized by a tax, the director may 
have to bear his share of the cost in- 
dividually. 

In the past, the Bureau of . Internal 
Revenue has counted on two mechanisms 
to force a corporation to distribute its 
current earnings: 

One, the words of the statute as con- 
tained in Section 102 itself and 

Two, assessments made by the Revenue 
Agents. 

But now, mechanism Three will help 
the Bureau mightily in its objective, and 
this may be a far more effective dividend- 
persuader than One and Two combined. 
This new mechanism is the minority 
stockholder. 

Stockholders always have constituted a 
pressure towards high dividend payments 
—unless the stockholders were in such 
high personal surtax brackets that they 
preferred not to receive dividends. Con- 
sequently, any seasoned corporate man- 
agement knows all the arguments to use 
to assuage a stockholder demand; and if 
all else fails, the stockholder always can 
be voted down in open meeting. 

But in the face of a recent action, a 
minority stockholder was found to be 
sufficient to overbalance the arguments 
and the votes of a well-organized major- 
ity. The technique is simple; it requires 
no research or scholarly brief. If the 
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Revenue Agent has assessed a Section 102 
penalty, a stockholder may claim that 
this is prima facie evidence that the man- 
agement was derelict in its dividend 
duties. The arguments ?—the stockholder 
will use the Revenue Agent’s. And if the 
corporation has admitted its liability by 
paying the penalty, or if a court has ad- 
mitted it in the corporation’s behalf by 
an unfavorable verdict, the stockholder 
has all the ammunition he needs. 
Consider the case(s) of Trico Prod- 
ucts Corporation. One rainy night in 
Buffalo, John R. Oishei ran over a pe- 
destrian whom he could not see because 
of a clouded windshield. That was not 
the end of Mr. Oishei’s financial diffi- 
culties, because the corporation that was 
formed to remedy this autoists’ defici- 
ency has become “Exhibit A” in Section 
102 matters. The corporation grew tre- 
mendously large because of its virtual 
monopoly in the windshield wiper in- 
dustry. Its prosperity attracted not only 
some 2,000 stockholders but also the at- 
tention of the Revenue Agents. After 
the corporation lost a Section 102 battle 
in the courts, Benjamin Mahler insti- 
tuted mismanagement suits in 1942. 
Robert A. Klein brought another suit. 
Meanwhile, as succeeding Revenue 
Agents brought in additional deficien- 
cies for later years, other stockholders 
brought similar suits; and by the time 
the suits were consolidated into a single 
action in September 1947, the “102” bill 
looked as shown below. bs 
The action had been brought on be- 
half of three specific stockholders and 


Tax 


1934 $ 413,434.31 
1935 1,220,233.44 
1936 532,468.00 
1937 600,264.86 
1938 400,334.39 
1939 976,727.38 
1940 1,256,206.00 
1941 1,427,250.28 
1942 244,954.28 
1943 214,277.55 
1944 256,450.47 
1945 379,441.76 


$ 7,922,042.72 
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By J. K. Lasser and R. S. Holzman 


on behalf of some 2,200 unnamed stock- 
holders against nine defendants, includ- 
ing the officers and directors of Trico 
Products Corporation and the holding 
company in the Trico group. The action 
was based on the premise that the off- 
cers and directors should be responsible 
for the heavy Section 102 surtaxes that 
the company had to pay, because if the 
management had taken the proper steps, 
the corporation would not have been 
penalized. 

Item 22 of the complaint stated that 
the defendants “knew of the provisions 
of the said Revenue Acts and knew, and 
were fully informed, that an accumula- 
tion of gains and profits by Trico be- 
yond the reasonable needs of the busi- 
ness of Trico for each taxable year 
would cause Trico to become liable for 
the payment of said surtaxes in large 
amounts.” 

Item 23 stated “That each of the di- 
rectors and officers of Trico, pursuant to 
a plan, scheme and conspiracy, entered 
into with each of the other directors 
and officers of Trico, with the control- 
ling stockholders and with Trico Secuti- 
ties [the holding company}, has failed 
to perform his duties as a director 
and/or officer of Trico, and has wasted, 
diverted, misapplied and dissipated the 
assets, property and effects of Trico, to 
the damage of Trico, with respect to 
such of the following matters as oc- 
curred during his term or terms of of- 
fice. . . .” Each “did conclusively di- 
rect, authorize, cause, permit, suffer, ap- 
prove, ratify, confirm, acquiesce in, and 


Total 


Interest 

$ 204,717.90 $ 618,152.21 
568,410.40 1,788,643.84 
208,450.28 740,918.28 
198,971.65 799,236.51 
139,102.49 539,436.88 
280,775.67 1,257,503.05 
303,141.43 1,559,347.43 

1,427,250.28* 

244,954.28* 

214,277.55* 

256,450.47* 


379,441.76* 








$ 1,903,569.82 $ 9,825,612.547 


* Plus Interest 
+ Plus interest for 1941-1945, inclusive 
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knowingly and willfully consent to the 
accumulation of a large portion of the 
gains and profits of ‘Trico for each tax- 
able year during such time, beyond the 
reasonable needs of the business of 
Trico, and for the purpose of prevent- 
ing the imposition of lawful U. S. In- 
come Taxes and Surtaxes upon Trico’s 
shareholders.” 

The defense of the directors was the 


cers and directors, abstraction of 
funds, secret profits, schemes to freeze 
out minority interests by non-payment 
of dividends, and similar wrongful 
conduct, these defendants are charged 
with conserving the earnings of the 
corporation. True, it is claimed that the 
accumulation was for their personal 
benefit, to avoid payment of taxes, and 
was detrimental to the interests of the 


the problems of financing a growing 
organization. They were familiar with 
all its difficulties. Men in positions of 
responsibility are required to act at a 
given time under a given set of circum- 
stances. Their action may spell failure 
or success. The wisdom of the policy 
pursued frequently cannot be known 
until long after the event. From the 
vantage point of time one can look 





eke same as that advanced in behalf of the corporation. The various reasons which backwards and appraise the action and 
id- corporation in its various actions against are claimed by defendants to have mo- declare whether it was wise or not. But 
ico the Commissioner: that is, that the di- tivated the basic policy of accumulating we must consider the directors’ actions 
ng rectors were very conservative because earnings find support in the facts. The as of the time they were called upon to 
on of the hazardous finances of the com- concern which followed the occurrence perform their duties. Was it a reason- 
fh- pany during its early years, in order to or the anticipation of events was real, able judgment then, were they moti- 
dle be in a position to resist patent suits, to not imaginary. Perhaps other men sit- vated by good purposes for the benefit 
iat have the resources to fill any large or- ting as directors in place of these de- of the corporation, or did they despoil 
he ders, and to develop other products. To fendants and facing the same condi- the corporation for their own selfish in- 
ps, these arguments that had not prevailed tions would have pursued a different terests, or were they negligent and in- 
en against the Commissioner, it was now policy and felt less concern for the fu- different to its best interests? The test 
added that the directors ‘‘acted in good ture, or viewed the problems as less of good faith is ever present. Even 
at faith and in the exercise of a reasonable serious for the company than these de- now, looking backwards, one cannot 
ns judgment.” fendants did. It would by no means say what would have developed had the 
nd The stockholders felt that since the follow that these defendants acted directors pursued a different course. 
la- corporation had been penalized by the without reasonable prudence or that They say that time has fully vindicated 
De- course of action of the directors and their conduct was not prompted by their judgment, and there is substantial 
si since the Courts seemed to agree by what they conceived to be the best in- support in the facts to their claim. 
“0 sustaining the Commissioner's Section terests of the Company. “T have fully analyzed and reviewed 
‘of 102 assessments, the directors were “It is not without some significance all the matters which I consider perti- 
ge definitely guilty of mismanagement. On that most of the defendant directors nent on the question referred to me. 
: September 22, 1947, a settlement was have been with Trico from its very be- After weighing the issues, the legal 
di- reached between the parties, and Mr. ginning, have contributed to its growth problems, the strength and weakness 
* Justice Botein appointed Edward Wein- and development, and undoubtedly are of the respective contentions of the 
ed feld as referee to inquire into the rea- responsible in large measure for its parties, the uncertainties of the result 
7 sonableness of the settlement. The settle- phenomenal success. They experienced upon a trial, and considering the terms 
- ment called for the payment of $2,390,- 
ri- <agae™ 
ed 000 by the defendants in discharge of 
Me all liabilities, and it was stipulated that ; : ; ; f 
f the company would thereupon pay a J. K. LASSER’S by-line has appeared with a variety o 
* dividend to stockholders in excess of books and articles on taxes, accounting and related mat- 
s $3,300,000. ters. A Certified Public Accountant (New York, New Jersey 
pas The referee approved of the settle- and California), he serves as chairman of New York Univer- 
C- ment, which was submitted to the New sity’s Annual Institute of Federal Taxation and is a member 
of- York State Supreme Court; and on De- of the Tax Committee of the American Institute of American 
di- cember 23, 1947, the Court signified its Accountants in whose Journal of Accountancy he conducts 
ip- _* ee ber thus isin wis a “Tax Clinic.” Editor of Handbook of Accounting Methods 
nd eee peneeatly tak samegioreg See and a member of the firm of J. K. Lasser and Co., New 


expected of them. 
Significant to all directors is the conclu- 
sion in the Referee’s 92-page report. 
“The facts pertaining to the issues 
and the legal problems have been dis- 
cussed in considerable detail. Emphasis 








%, 


MR. LASSER tive’s Guide. 


R. S. HOLZMAN specializes in taxes, being a lecturer, 


York, he is likewise author of Your Income Tax, Your Cor- 
poration Tax, Business Tax Guide and Business Execu- 


Conway 


columnist and author in this field. A New York tax consult- 
ant, he is a member of the faculty of New York University’s 
Graduate School of Business Administration, conductor of 
the column, “Tax Classics,” in Taxes—The Tax Magazine, 


1 

4 

8 

1 upon the defendants’ contentions obvi- 
8 ously was necessary as they go to the 
5 heart of the issues in this case. Their 
3 actions, as directors, must at all times 
8 








be weighed as against the charge th. eer : 
# Se ae the charge that Gag outhor of Corporate Reorganizations—Their Federal 
git their policies were intended for their Tax S r . . . 
si personal gain. ax tatus, as well as numerous articles in accounting and 
oo “Trico has been referred to as a ‘'% publications. a ¥ ; 
Git unique and unusual business. This ac- Their article in this issue will become one of the chapters 
f tion against the directors is also unique in a full length book on this subject now under preparation 
At in some respects. Unlike most reported by the co-authors. Another chapter was published in the 
cases where officers and controlling di- | October-November, 1947, Tax Law Review. MR. HOLZMAN 
rectors are charged with payment of ex- 
cessive salaries, unfair bonus and profit ~ : . > 
y r : - . 4.18 y j Y J § 9: 
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of the proposed settlement, I regard the 
settlement as eminently fair and in the 
best interests of the corporation and of 
its stockholders. 

“Accordingly, I find the proposed 
settlement to be fair, reasonable and 
adequate, and recommend its approval 
by the Court.” 


Now what does this mean insofar as a 
particular corporation director is con- 
cerned? May one infer that he will be 
vulnerable to attack whenever a com- 
pany that he serves gets an assessment ? 
The answer is not unqualifiedly “Yes,” 
but the inference is strong. 


DIRECTORS’ RESPONSIBILITIES 


By the veriest definition, a director is 
one who directs. That means if a direc- 
tor doesn’t happen to participate in 
dividend meetings, he is still (by defi- 
nition, at the least) one who directs the 
corporation and hence is responsible for 
its actions (or non-actions). Mere paper 
representation is no excuse for the in- 
active directors that Mr. Justice Douglas 
once referred to as “financial gigolos.”' 

It has been held that the stockholders 
of a corporation have a right to expect 
from their directors a conscientious con- 
sideration of every proposition which is 
presented which involves any interest of 
the company, in conformity to the oath 
which they have subscribed. And direc- 
tors are bound to that degree of care 
which ordinarily prudent and diligent 
men would exercise under similar cir- 
cumstances. 

“Directors should assume the respon- 
sibility of directing and if their mani- 
fold activities make real directing im- 
possible, they should be held responsible 
to the unsuspecting public for their 
neglect.’’? 

The financial liability of directors has 
been found in various types of stock- 
holder suit. “In general, a director is 
liable in damages whenever by some act 
or omission he fails in the performance 
of some duty imposed by common law 
or statute, as a result of which injury 
is sustained by the corporation, its 
stockholders, creditors, or any other 
person to whom such a duty is owing.”’* 

This liability is often statutory; thus 
in New York, directors “shall be liable 
jointly and severally to such corporation 
and to the creditors thereof to the full 





1 William O. Douglas, “Directors Who Do 
Not Direct.” Harvard Law Review, June 1934, 
Volume XLVII, Number 8, p. 1318. 

2 H. R. Rep. Number. 85, 73rd Congress, 1st 
Session, page 5. 

% William Grange, Corporation Law for 
Officers and Directors. New York: The Ronald 
Press Company, 1935, page 403. 


amount of any loss sustained by such 
corporation or its creditors respectively 
by reason of such dividend or distribu- 
tion.’’4 

And what is true affirmatively in- 
sofar as dividends are concerned, may 
be just as true negatively; that is, if a 
director may be punished for what he 
does about dividend payments, there is 
no reason to assume that he will not be 
similarly punished for what he does 
not do. If he may be punished for mak- 
ing an improper dividend, he may be 
punished for not making a proper one. 

From one point of view, it is ex- 
tremely unfortunate that so much has 
been written about Section 102 in recent 
times. A corporation director may not 
be expected to read the Internal Reve- 
nue Code or Regulations 111; but there 
have been 50 published articles on the 
subject. Financial newspapers and the 
business news sections of some of the 
regular newspapers have devoted much 
space to the subject. It has been dis- 
cussed in lectures, not only those for the 
professional taxmen, but less technical 
ones for credit men and other specialty 
businessmen. And it has been a favorite 





Government Costs Soar 


Measured by tax collections, the 
cost of government in the United 
States has risen to more than $1 
per day for each person in the na- 
tion. The prewar cost was only 30 
cents a day. The Federal govern- 
ment took the largest slice, but 
State governments cost $6 billion 
and local governments over $5 bil- 
lion. 











(if not popular) subject of conversation 
by businessmen for some time. The sum 
total of all of this is that no responsible 
director can claim that he is unaware of 
Section 102. If he is merely ignorant of 
it, there is no justification any longer. 

To what extent the director under- 
stands the applicability of Section 102 
to his own corporation is his personal 
problem. “A corporation director is 
chargeable not only with knowledge ac- 
tively acquired by him in the course of 
his work, but is presumed to know 
everything concerning the corporate af- 
fairs that he might have found out by 
the exercise of reasonable care and 
diligence and the making of proper in- 
quiry consistent with the performance 
of his proper functions. . . . It is the 





* New York Stock Corporation Law, Section 
58. 
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duty of a director to know the condi. 
tion of his corporation and whether or 
not it has a surplus from which divi. 
dends may be declared.”® 


How MUCH INFORMATION ? 


Thus each director must decide how 
much he has to find out about a corpo- 
ration in order to safeguard not only the 
company’s financial interests but his 
own. “As directors’ responsibility to 
safeguard the interests of stockholders 
is increasingly emphasized, the direc. 
tor’s need for disinterested information 
about the operations of a company be- 
comes increasingly urgent.’ 

The responsibilities of directors have 
certainly increased in recent years. “Be- 
cause of their liabilities certain directors 
have started to think in terms of the 
question, ‘Is this a safe step for me to 
approve?’ rather than, “Will this help 
the company progress and succeed?’ ”” 
One analyst of the problem concluded, 
“Truly, the task of a director who takes 
his job seriously is no sinecure!”® Yet 
if he does not take the job seriously, a 
more serious-minded stockholder may 
do it for him—in court. 

Actually the directors would be more 
vulnerable in a mismanagement suit 
arising from Section 102 than they 
would be in other stockholder suits. For 
example, in 1920 there was a well-publi- 
cized settlement agreed to by William 
Rockefeller and his fellow directors of 
the New York, New Haven, and Hart- 
ford Railroad; the management was be- 
ing prosecuted for mismanagement and 
waste of the corporate funds (as in a 
Section 102 matter), but there was not 
the slightest hint that the defendants 
had benefitted personally from their 
course of action. This settlement, in- 
cidentally, cost the directors $2,500,000. 

In a Section 102 stockholder suit, on 
the other hand, it probably would be 
very simple for the plaintiff to show 
that the directors did benefit personally, 
especially if they were large stockhold- 
ers or just plain wealthy men; because, 
by not paying “reasonable” dividends, 
the directors avoided personal surtaxes 
that otherwise would have eaten away 
most of their dividend checks. And 
since Revenue Agents’ Reports genet- 





® Howard Hilton Spellman, A Treatise on 
the Principles of Law Governing Corporate 
Directors. New York: Prentice Hall, Inc., 
1931. Page 539. 

* Editorial in The Journal of Accountancy, 
May 1936, Volume LXXXI, Number 5, page 
358. 

7 John C. Baker, Directors and Their 
Function. Boston: Graduate School of Business 
Administration, Harvard University, 1945. 
Page 134. 

® Melvin T. Copeland and Andrew Tow, 
Board of Directors and Business Management. 
Boston: Graduate School of Business Adminis- 
tration, Harvard University. 1947. Page 113. 


(Please turn to page 348) 
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Modestly, we admit it: a road map would give much 
more help to this perplexed motorist than our Comptometer 
Payroll Plan. It functions only in the office — but how 


amazingly it functions there! 


Detoured forever are involved bookkeeping, wasteful posting, 
copying, filing. With this simple and direct plan, 
original postings yield final results. And one short form travels 


the whole route across five operations. 


Our Comptometer Payroll Plan needs less labor (and no 
elaborate machinery) to speed accurately through payrolls of 
any size. Why not find out, today, how it can help 

your firm cut the cost of doing business? Just call your neciest 
Comptometer representative for money-saving details. 


ComPTONMETER 


REG. U. S. PAT. OFF 


ADDING-CALCULATING MACHINES 
Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina St., Chicago 22, Illinois. 
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From Penicillin to Petroleum to Peanuts— 


How Field Warehousing Works 


In discussing field warehousing, I shall 
try to suggest a way in which you can save 
money for your firms and, at the same 
time, more effectively manage the opera- 
tion of their policies. 

Field warehousing is a vehicle for the 
control of inventories, which has been in 
operation now for over sixty years. It 
reached its period of greatest application 
only about twenty years ago—or perhaps 
at the outside—thirty years ago—in the 
canning industry, where it was used to as- 
sist canners on the West Coast to borrow 
money. 

At that time a field warehouseman 
would go into a cannery, lease the ware- 
house areas, install locks, erect signs, em- 
ploy adequate, qualified personnel and is- 
sue warehouse receipts covering the in- 
ventory on hand, such receipts being in 
favor of a bank or other lending agency. 
The bank then would advance a given per- 
centage of value to the canner, with which 
to pay labor, raw material costs, and so on. 

The use of field warehousing has now 
spread far beyond the cannery stage, and 
today encompasses almost every com- 
modity traded-in, in volume, throughout 
the United States. One major firm is oper- 
ating approximately two thousand field 
warehouses from Presque Isle, Maine, to 
Homestead, Florida; from Puerto Rico to 
the Philippine Islands. Included in those 
warehouses ate inventories embracing al- 
most everything from penicillin to pea- 
nuts. 

I can think of no particular item of in- 
ventory (which can be corporeally con- 
trolled) which cannot be field ware- 
housed, assuming, of course, that physical 
facilities are available for warehousing. 
By physical facilities, I mean, a ware- 
house building, a fenced-in yard, a 





By Robert L. Gordon 


barge, a bay, an inlet, or even a bin on 
the side of a mountain. 


GROWTH IN USAGE 


Most field warehouses have been used 
in. connection with the extension of 
credit, until relatively recently. Another 
use, however, has been found, and while 
new it promises to be perhaps the most 
effective use to which field warehousing 
has ever been put, and that is the con- 
trol of inventory on the premises of a 
buyer for the account of a seller. That is 
the phase I want to discuss in detail. 
Rather than explain it, I want to illustrate 
to you exactly what I am talking about: 

Right now there is under discussion a 
situation involving one of the largest 
firms in the United States operating na- 
tionally. This firm advances to a_pur- 
chasing agent, $100,000 in cash with 
which to purchase throughout the United 
States, a certain difficult-to-obtain raw 
material. The agent also operates a re- 
finery in which the raw material is proc- 
essed for the firm’s account. 

When the material is purchased with 
funds advanced by the firm, the agent 
ships the material to the refinery on a bill 
of lading drawn to his own order, and 
upon presentation of evidence of this, the 
firm reinstates the cash purchase account. 
The material purchased with the firm’s 
money, until delivered in finished form 
from the refinery, is in the possession of 
the agent alone. The firm is completely 
without protection as to all of the material 
purchased. 

Depending upon the volume of pur- 
chases of raw material in the field, the 
length of time consumed in shipment, in 
awaiting refinement, and during the proc- 
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THE CONTROLLER 


ROBERT L. GORDON, formerly Vice-President of Law- 
rence Warehouse Company and Manager of its Atlantic Di- 
vision, has again become associated with the Bank of 
America National Trust and Savings Association, Los An- 
geles, with which he was connected for 16 years prior to his 
resignation in 1944, 

A past president of the Los Angeles Chapter of the Ameri- 
can Institute of Banking, Mr. Gordon presented this manu- 
script at a meeting of the Bridgeport Control of the Control- 
lers Institute of America. 
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ess of refinement, the amount of money 
advanced to the agent, without protec. 
tion, could be several times the $100,000 
actually advanced to him at the outset, 
The desire of the firm is to control the 
material on the refiner’s premises in some 
way that will protect its interest. 


How It’s DONE 


This can be accomplished in the follow- 
ing way, and this is the procedure which 
is presently in the making. A field ware- 
house company will take a lease on the 
areas, whether open storage or buildings, 
in which the raw materials are stored, 
The warehouseman will install a branch 
public warehouse in a manner usual in 
the industry, through the erection of signs 
and barriers, where necessary, the installa- 
tion of locks and the employment and 
bonding of qualified personnel. He will 
then issue his certificates covering the 
goods, commonly known as warehouse 
receipts, in favor of the firm, and will 
take back from the firm, specific instruc- 
tions as to how, in what quantities and 
when the material is to be released to the 
agent for processing. 

The warehouseman takes complete re- 
sponsibility as provided in the Uniform 
Warehouse Receipts Act for the safe cus- 
todianship of the raw material for the 
firm’s account. By so doing, the ware- 
houseman, acting as custodian, relieves 
the owner of the material from the pos- 
sibility of attack by creditors of the agent 
in the event of bankruptcy or assignment, 
and against the possibility of conversion. 
All materials shipped by the agent, in- 
stead of being shipped to his order, should 
be shipped to the Field Warehouseman 
for the firm’s account. 

I repeat, when the agent purchases rdw 
material in the field, with moneys ad- 
vanced to him by the firm, such raw ma- 
terial should be consigned on a bill of 
lading basis to the field warehouseman for 
the account of the firm. In this way, nevet 
at any time does the agent have control 
of more than $100,000 which the firm 
has pre-determined is the maximum of 
credit that might be extended to him. 

Now let me give you another illustra- 
tion of how field warehousing is being 
utilized: One of the major oil refining 
companies, anticipating a shortage in 
transport, and for that matter, a shortage 
also in supplies of fuel oil, and fearful of 
disruption (as a result of weather) in 
what transport may be available, has been 
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encouraging its distributors to maintain 
supplies at capacity. I suspect that other 
refineries have been doing about the same 
thing. 

It is recognized that not all distributors 
have the financial strength to carry fuel 
oil supplies at capacity. Some of them are 
able to borrow enough from their banks 
on the security of their pledged inventory, 
but others find their bank credit stretched 
to the point where their banks are un- 
willing to go farther. The situation then 
resolves itself into one where if the re- 
finery wants to have its supplies in the 
hands of its distributors, it must make it 
possible for them to carry the oil. The 
only “out” is for the refinery to carry the 
credit. 

The refinery referred to is requiring 
that field warehouses be installed in the 
tank yards, or on the tank farms of its 
distributors, and it then accepts field 
warehouse receipts in its favor covering 
oil stored in those tanks. The effect of 
this is, at least, twofold. 

First, the refinery has the satisfaction 
of knowing that its product is on hand for 
distribution where and when needed, 
against the possibility of transport disrup- 
tion or production shortages, thus main- 
taining itself in a good competitive po- 
sition inventory-wise. 


REFINER’S PROTECTION 


Second, the refiner has the protection 
of a responsible warehouseman watching 
over the oil for him. Even though he is 
unable to obtain cash on the barrel head 
for oil delivered to distributors, he has 
in effect retained possession of the oil in 
that the warehouse receipts issued by the 
field warehouseman on oil on premises 
leased from the distributor are made out 
in favor of the refiner. These warehouse 
receipts are prima facie evidence that the 
oil belongs to the refiner and not the dis- 
tributor. 

These two illustrations, generally, ex- 
plain new uses of field warehousing, but 
I want to caution you against getting the 
idea that to use field warehousing you 
have to be an oil refiner or distributor, or 
someone who has an agent out buying 
hard-to-find raw materials for you. I 
can’t be too emphatic on this one point. 
If you are selling merchandise which:can 
be corporeally — controlled—physically 
handled—to someone who has a storage 
yatd or a bin or a warehouse or some- 
thing of the sort and you want to protect 
yourselves against the possibility of your 
buyer's going into bankruptcy or assign- 
ing for creditors, then field warehousing 
can help you. A few illustrations should 
suffice to indicate just how widely field 
warehousing can be used: 

There is a lumber mill at Presque Isle, 
Maine. Logs are cut during the winter 
time and stored in the yard of the lumber 





This is raw sugar, stored in a typical national field warehouse. It could be other 
merchandise, such as fertilizer, grain or flour, which is stored in a similar manner. 





mill or in the mill pond. The yard and the 
mill pond have been taken over by a 
warehouse company and operated as a 
branch public warehouse, or as is com- 
monly known, as a field warehouse. A 
bank lends money on the logs in the pond 
and in the yard. When the weather breaks 
and sawing operations can begin, the logs 
are released in small quantities, are sawed, 
the lumber graded and stacked in what is 
called a sticking yard for drying purposes 
and warehouse receipts are issued from a 
field warehouse set up in the sticking yard. 


Logs 

In upstate New York, there is a place 
where logs are sent down a river, to a 
sort of an inlet, which is nothing but 
backwater from the river, but on prop- 
erty owned by the owner of the logs. 
These logs are protected by a boom chain. 
The inlet has become a field warehouse 
for the protection of a bank. 


Gold 


In northern California, there are bins 
along the side of a mountain, near the 
entrance to a gold mine. Gold bearing ore 
mined at that location is stored in the bins 
converted into a field warehouse until it 
can be removed for refining during mild 
weather. 


Candy 
A candy manufacturing concern in 
Brooklyn buys chocolate in great quanti- 
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ties, sugar, dextrose and other candy com- 
ponents, and has leased its warehouse area 
to a field warehouse company which issues 
its warehouse receipts on such components 
for credit purposes. 


Overalls 

A large chain-store mail-order com- 
pany is buying merchandise from sup- 
pliers all over the United States. One sup- 
plier is an overall manufacturer in Los 
Angeles. He has know-how, owns the 
sewing machines, but has little credit re- 
sponsibility. The large chain store requires 
him to set up a field warehouse and then 
sends to that field warehouse denim, 
thread, buckles and buttons which are 
held by the field warehouseman for the 
account of the chain store on premises 
leased from the overall manufacturer. 
Enough materials are released every day 
to occupy the labor and machines of the 
overall manufacturer for that day, and at 
the close of business every day these are 
returned to the field warehouse in the 
form of finished overalls, from which they 
are sent to the various stores of the chain 
on orders from a central office. 


Peanuts 


In several states large quantities of 
peanuts are grown. Under a governmental 
program administered by the Commodity 
Credit Corporation, a support price for 
peanuts is maintained and most growers 
and shellers take advantage of that price. 
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Field warehouses are set up in sheller 
plants, in barns and elsewhere for the ac- 
count of the Commodity Credit Corpora- 
tion, protecting the interest of the govern- 
ment in those peanuts. 


Liquor 

A national liquor distributor has a 
midwest outlet. To maintain a proper 
competitive position, the national distribu- 
tor wants to have on hand not less than 
five carloads or around $250,000 worth 
of its particular brands. This is altogether 
more than the wholesaler can handle 
credit-wise. The national firm, neverthe- 
less, sends its five carloads of liquors to 
the warehouse company at Oshkosh for its 
own account, to be stored in a field ware- 
house on premises leased by the warehouse 
company from the wholesaler. Thus the 
local firm has all the merchandise it can 
sell available on its own premises. The 
national distributor’s position is being 
maintained competitively because the 
merchandise is there available for sale. It 
has not, however, extended credit to the 
local dealer for the reason that all ware- 
house receipts are in the name of the na- 
tional firm, and the goods are released 
under a pre-arranged plan only as needed, 
at which time they are paid for piecemeal. 

I could mention 22 operations being 
conducted in one state, involving the con- 
trol of nuts and bolts, toys, steel wire, 
tobacco, radio components, plumbing 
supplies, wholesale drugs, petroleum 
products, etc. 


AIRCRAFT COMPONENTS 


I do want to give you one more 
illustration, however, revolving around 
aircraft components. The War Assets Ad- 
ministration is selling some five billion 
dollars worth of aircraft parts to the trade 
through agents around the United States, 
some sixty-nine of them. One agent 
operates, apart from his War Assets Sur- 
plus Disposal, a business of his own 
which is the servicing of airplanes owned 
by air transportation companies. Under 
discussion is the setting up of a field ware- 
house on the premises of this aircraft 
service company for two reasons—and 
this illustrates again the facility with 
which field warehousing can be used. War 
Assets Administration wants protection, 
the government feels that its interest 
should be protected and consideration is 
being given to requiring the establishment 
of a field warehouse or some variation of 
it, so that all the goods on the premises of 
that particular agent owned by the gov- 
ernment are controlled for the account of 
the government. They are in effect, at the 
present time, on a consignment basis with- 
out any protection and a very minimum 
of record keeping. 


Now the firm also owns outright some 
$200,000 worth of parts, including en- 
gines, propellers and hardware. Because 
some of the air transport companies have 
had difficulty meeting their payables, ow- 
ing to the fact that numerous planes have 
been grounded for structural reasons, the 
company needs to borrow money in order 
to keep operating and it wants to set up a 
field warehouse as a normal part of its 
financing program. 

One field warehouse operation for this 
concern could provide the means for ob- 
taining the financing needed by the firm, 
and at the same time, entirely separate and 
apart from that part of the operation, 
furnish the protection which the United 
States Government needs in relation to the 
disposal of its surplus aircraft components. 

Controllers, by and large charged with 
the responsibility for maintaining the as- 
sets, for conducting the flow of opera- 
tions, for maintaining generally the sta- 
bility of their respective organizations, 
perhaps can find in field warehousing a 
vehicle to assist them with their manifold 
problems. You are not all credit men, you 
are not all fiscal executives, you are not all 
efficiency experts, but the responsibilities 
falling within these three named catego- 
ries, generally rest upon your shoulders. 

Field warehousing can help you to carry 
those responsibilities. 


British Technological Decline 
Seen as Warning to U.S. A. 


Technological stagnation in Great Brit- 
ain is both a warning and a lesson to the 
United States, William J. Kelly, Chicago 
industrialist and president of the Ma- 
chinery and Allied Products Institute, de- 
clared recently in a report on technologi- 
cal efficiency in England. The average 
industrial worker in England produces 
only about one-third as much as the aver- 
age American, and because of antiquated 
equipment and methods, labor require- 
ments per unit of output in some cotton 
textile processes are eight times as great 
in England as in the United States, Mr. 
Kelly said. 

In a comparison of 25 industries it was 
found that output per worker is greater 
in all cases in the United States than in 
England, and in many instances it is three 
or four times as great, he said. On the 
basis of output per man-hour the contrast 
is even sharper, because the English work 
week is longer. 

There are no grounds for American 
smugness or complacency, however, Mr. 
Kelly said, because many of the causes 
of the British technological decline are 
present in the United States also. 
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Section 102 
(Continued from page 344) 





ally show personal surtaxes that would 
have resulted had there been a dividend, 
the stockholders have this persuasive 
evidence predigested for them. 

It is not prudent for a director to 
conclude that because taxation is a tech- 
nical matter, the hired help or outside 
consultants free him from personal te- 
sponsibility. Gathering of the data is for 
the accountant or taxman; what will be 
done with this information is a policy 
matter that each director must consider. 
“It is desirable . . . that the director 
should have a general knowledge of the 
main principles of taxation, because his 
decisions upon many of the financial 
problems which come before the board 
will have a material effect upon the tax- 
ation liability of the company.”® 

Even before Section 102 had reared 
its ugly head (although, statutorily, it 
existed), there was realization that too 
much personal liability would tend to 
scare away potential directors. ‘Further- 
more, too great an increase of such lia- 
bility of directors, with the possible 
harassment, blackmailing or other pro- 
ceedings, might readily enough make it 
impossible in future to secure the serv- 
ices of really able and responsible per- 
sons.”19 Yet, noblesse oblige—privilege 
confers obligations. No one can deny 
that being a director is a privilege; re- 
sponsibility (including financial) is the 
price. Each director may keep this price 
as low as possible by assimilating the 
message of the Trico matter. 

Competent counsel from experienced 
tax men can give the directors the benefit 
of the experience of others; those who 
have studied the long trend of rulings and 
decisions will be able to advance sound 
recommendations based upon the practice 
of other corporations; but in the last 
analysis it is the director who has the te- 
sponsibility of making the decision itself, 
for which he must prepare himself by un- 
derstanding Section 102. 

In other words, Mr. Director, get 
thoroughly acquainted with Section 102. 





® Henry E. Colesworthy, Practical Director- 
ship. London: Sir Isaac Pitman & Sons, 1931. 
Pages 184, 192. 

” William Z. Ripley, Main Street and Wall 
Street. Boston: Little, Brown, and Company, 
1927. Page 100. 


Prosperity depends not upon what any 
population group can get for its product, 
but upon equitable relations between 
prices of all kinds of goods and services 
and incomes of all groups.—NATIONAL 
City BANK LETTER. 
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e@ To prove ownership of real estate 
in a court of law, printed proof — orig- 
inal deed or a properly registered 
copy — is invariably acceptable. 
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every factor and answer is printed — immediate proof of accuracy, 
permanent proof for your records. 

Minutes become seconds as fingers fly over the 10-key touch 
control keyboard and electrified operating keys. The Printing 
Calculator quickly completes the calculation and clears — auto- 
matically. Operators do more work, enjoy new ease under the 
stimulus of its quieter operation. 

What’s your figure problem? Have our local representative solve 
it with the new “96”. He’ll show you in how many ways it applies 
to your business. Phone him today. 





Write today for “FACTS about office 
figures” to Remington Rand, Dept. CR-7, 
315 Fourth Avenue, New York 10, N. Y. 
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Current operations should be charged 
with depreciation on the original cost of 
the depreciable assets in the opinion of 
approximately 80 per cent of the control- 
lers and financial officers whose opinions 
were recently solicited by the Committee 
on Technical Information and Research 
of the Controllers Institute of America. 

The Committee, which consists of 48 
members of the Controllers Institute, rep- 
resenting a geographical as well as ac- 
tivity cross-section of the Institute’s mem- 
bership, received 33 responses to a ques- 
tionnaire sent to its 48 members. The 
questionnaire is reproduced to the right 
of this column. 

Only six of the individuals responding 
favored depreciation on replacement val- 
ues. One of the majority did state, how- 
ever, that while the profit and loss state- 
ment should include depreciation based 
on original cost, current prices should in- 
clude depreciation on replacement cost. 

While only six members were in favor 
of depreciation on replacement value, 14 
gave answers to Question 2 as to how 
they would apply depreciation if replace- 
ment value were used. Only three of this 
group would make charges against cur- 
rent manufacturing costs. The remaining 
11 or about 78 per cent were in favor of 
a special deduction at the bottom of the 
regular profit and loss statement. Thus 
again there was a strong preponderance 
in favor of one method. 

There were 15 replies to the third 
question: how the amount of replace- 
ment cost Should be determined if depre- 
ciation on replacement cost were to be 
used. The answers to this question did 
not present the same heavy preponder- 


Charging Depreciation on Original Cost to 
Current Operations Favored in Study 


By I. D. Dawes 








The Questionnaire: 


1. Do you believe current operations should be charged with depre- 
ciation on the original cost or on the replacement value of buildings, 
machinery or equipment being used? 

2. If on replacement value, how would you do it: 

(a) By charges against current manufacturing costs? 
(b) By a special deduction at the bottom of the regular profit and 


loss statement? 


3. How would you determine amounts of replacement cost: 


(a) On present values? 


(b) On your estimate of replacement cost at time replacement is 


to take place? 


(c) On any other basis (describe). 


4. General Remarks. 





ance, although there was a bare majority 
of eight who voted in favor of basing re- 
placement costs on present values. Three 
expressed themselves in favor of an esti- 
mate of the replacement cost at the time 
the replacement is to take place, while 
the remaining four had various opinions 
which will be given below. 

In addition to the specific and more or 
less statistical replies to the questionnaire, 
there were many comments of an inter- 
esting and constructive nature which it is 
believed make a real contribution to ac- 
counting thought and technique. It is im- 
possible in the space allowed to give more 
than a selected fraction of these com- 
ments but as there was a great similarity 
of viewpoints many of those selected 
represent the viewpoints of more than the 
person quoted. 





Dementi 





MR. DAWES 


IRVING D. DAWES is Director, Vice-President and Treas- 
urer of the Virginia-Carolina Chemical Corporation, Rich- 
mond, Va., with which he became affiliated in 1930 as its 
chief accounting officer. In addition to being a Director of 
Tobacco By-Products and Chemical Corporation, Mr. Dawes 
is a Director of the National Tax Equality Association. He is 
a member of the Executive Committee of Virginia Associ- 
ated Businessmen, and has served as a vice-president of 
American Unitarian Association. 

Mr. Dawes holds membership certificate 948 in the Con- 
trollers Institute of America and, at present, is Chairman of 
the Committee on Technical Information and Research, as 
well as a member of the Committee on Federal Taxation. 
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Specific comments on the questions 
asked are given below: 


Comments on Question 2(b) 


A. “Just before deduction for income 
han 

B. “By special deduction at bottom and 
shown as appropriated surplus.” 

C. “Normal depreciation in body of 
P & L—Extra in special entry designated 
as (Depreciation on excess of replace- 
ment over cost).” 

D. “Keeps current costs same and 
schedules for tax purposes clear.” 

E. “Provide the necessary amount for 
the unknown future requirement as a 
matter of management policy.” 

F. ‘Showing the reason for the deduc- 
tion.” 


Comment on Question 3(a) 
“Would adjust values change.” 


Comment on Question 3(b) 
"This would be ideal if possible.” 


Comments on Question 3(c) 


A. “To get current replacement costs 
into costs for selling prices, it would not 
be difficult to increase the annual depart- 
mental budgets by a percentage of the 
depreciation based on original cost. The 
selling costs would immediately reflect 
costs of replacement of equipment, ete. 
At the end of the accounting period there 
would be no difficulty in determining the 
amount of additional depreciation reserve 
created, which could be left as a replace- 
ment reserve or thrown back to profit 











National Mechanized Accounting! 





In hundreds of the country’s leading banks, 
this remarkable National Multiple-Purpose 
Accounting Machine cuts figure-costs and 
speeds accounting production. But banks 
are not the only concerns to profit by the 
mechanization of their accounting. Busi- 
nesses of every type are reporting savings 


THE NATIONAL CASH 


of up to 30% after mechanizing their account- 
ing with Nationals. Savings which often 
paid for the whole National installation in 
the first year. No wonder so many busi- 
nesses are turning to National! Have your 
local National representative show you what 
you can gain by mechanizing your accounting. 


REGISTER COMPANY, 
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This would, no doubt, be contingent on 
the ratio of total reserve to total original 
or replacement cost.” 

B. “Unless replacement is made within 
the next year it would be purely a guess, 
but if I did make the provision, would 
base it on present costs.” 

C. “Present values plus percentage for 
further increase in price.” 

D. “By using some valid index num- 
ber adjusted annually. This question 
indicates the difficulty of allowing such 
a procedure. About all that can be done 
is to adjust reserves to the current re- 
placement cost, pro rata of whatever 
new replacement figure is deemed 
proper at end of each fiscal year or ac- 
counting period.” 


The section of the questionnaire asking 
for general remarks produced a most val- 
uable discussion. Selected opinions of the 
accounting officers of companies of vari- 
ous types are given below: 


A. (Chain and Cable Co.) "I feel that 
depreciation should be charged against 
current+operations based on the original 
cost of the equipment, and this depreci- 
ation rate should not be changed so long 
as the equipment isin use. That is to 
say, that on specific equipment deprecia- 
tion would continue after the asset had 
been fully written off. However my pet 
theory is that we should combine depre- 
ciation and repairs into one reserve ac- 
count. Based on our own experience, this 
combined provision might be four to six 
times the normal depreciation rate.” 

B. (A Glass Company) ‘We should 
recover the present depreciated value of 
our manufacturing properties based on 
current replacement costs throughout 
the remainder of their life. This should 
be through higher prices giving us a 
longer profit on original cost. We are 
using up our facilities for the benefit of 
our customers and they should cover 
the reproductive value of those facilities 
in the prices which they pay for our 
production. Reserves for exclusive cost 
of replacing properties might be used, 
however, we do not particularly favor 
them as they are but allocated surplus 
and the amounts may just as well rest in 
the total of the Earned Surplus.” 

C. (A University Professor) ‘For in- 
surance purposes I would like to have an 
approximation of replacement cost. As a 
matter of study apart from the books of 
account I would like to have an approxi- 
mation of what the depreciation would be 
on the replacement cost basis. This would 
be of some help in problems of pricing, 
long range plans for equipment replace- 
ment, and (as a factor that should not be 
overlooked) in interpreting the results 
of current operations. It seems to me that 





Is the Tax Burden at the Danger Line? 

Whenever a country imposes taxes that absorb more than 
25 per cent. of national income, a radical change in govern- 
ment is in the offing because of the serious strain of such a 
tax program on the economy. According to a recent study by 
the First National Bank of Boston, taxes to the extent of 25 
per cent. of national income were imposed by only a few 
backward countries some two decades ago. The world’s av- 
erage in the early Thirties was around 15 per cent. Warning 
that the United States is close to the danger line, the bank 
points to 1947 aggregate taxes in this country, when fed- 
eral, state, local claims took 23 per cent. of our income. 





much of the current interest in the re- 
placement cost basis for depreciation is 
in its use for tax purposes. I would pre- 
fer to see the tax situation handled by 
the granting of more freedom to manage- 
ment in determining the period over 
which the cost of any fixed asset is to be 
depreciated.” 

ft (A Chemical Company) “Consid- 
eration of this problem cannot proceed 
without reviewing one’s basic philosophy 
of accounting. Is not the role of account- 
ing in any business to show the historical 
facts for any period as they actually exist 
or happen? It is one thing to show the 
facts of a business as they happen, and 
quite another to interpret those facts in 
the light of any problem to be faced in 
the future. One of the basic rules of 
mathematics is always to keep the basis in 
which the problem is expressed the same 
throughout the calculation. If one adopts 
the accounting philosophy of showing the 
facts as they exist, how can one mix fu- 
ture or anticipated costs with current 
earnings and keep the mathematical basis 
the same? Accounting should not be 
made a tool for expediency or gambling 
with future possibilities insofar as ex- 
pressing current earnings are concerned. 

Stockholders who invest their money 
in a business are entitled to see earnings 
recorded on as factual a basis as possible. 
If current earnings are high because the 
assets of a business were purchased at a 
time when costs were low, then let the 
facts be recorded as they exist. If an in- 
terpretation of the facts indicates that 
some of the earnings should be set aside, 
or appropriated from surplus, for in- 
creased costs of assets of any kind to be 
acquired in the future, then conservative 
judgment will so dictate. 

“Financing needs of a business can 
never be changed by bookkeeping meth- 
ods, hence, if a company presents its his- 
torical facts on a constant basis which 
everyone understands, then possibility for 
proper interpretation of the facts in terms 
of future needs is much more certain.” 
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E. (A Steel Company) “I think we 
are going to get into trouble if we devi- 
ate from original cost in our account- 
ing.” 

F. (An Automotive Company) “‘Stick 
to sound principles of accounting—namely 
basic cost as the basis for depreciation. 
These inflated building costs will pass 
long before replacements are necessary.” 

G. (Public Utility Company) “I do 
not believe present day costs should be 
burdened. with future invested capital 
which may or may not be higher than 
present costs. I see no objection to ap- 
propriating a certain amount of surplus 
to take care of estimated future invested 
capital.” 

H. (A Wood Working Company) 
“Original concept of depreciation was 
to recover or set aside the original cost 
of a facility. If replacement last is to 
be the basis of the yearly allowance, 
then the amount must be probably 
changed every year according to cost in- 
dex. It is not possible to forecast the re- 
placement cost several years hence. I 
am the old fashioned kind. I'll stick to 
‘depreciation on Original Cost.’ ” 

I. (A Chemical Company) “Any spe- 
cial provisions or appropriations for ex- 
pected increased replacement costs are 
really a function of allocation of earn- 
ings or capital and not of operating 
costs. Such funds should be provided 
either from allocation of current earn- 
ings, appropriation from surplus, or in- 
creased capital from outside sources.” 

]. (A Chain Corporation) “Using re- 
placement costs merely adds to the uncer- 
tainty in trying to analyze financial 
statements. The task of determining the 
effect of variations in price levels from 
year to year would make the task of com- 
puting depreciation well-nigh impossible. 
Those with the necessary understanding 
can read financial statements reflecting 
depreciation on original costs, and by 
further inquiry or use of judgment, un- 
derstand the significance of those state- 
ments. Those who do not have the neces- 
sary understanding, or who do not wish 


(Please turn to page 376) 
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Shes Raising Office Costs 
With Her Bare Hands 














Bare hands? Yes . . . hands that lack the 
proper equipment, the right tools, to get 
work done efficiently. It’s a situation that 
would not be tolerated for a minute in the 
factory, yet is all too familiar in the office. 
Result: steadily mounting costs, excessive 
overtime, the hiring of temporary help. 


Any business can meet this problem by pro- 
viding office workers with the right machines 
for their jobs. At one desk, a simple adding 
machine may be required; at another, a 


calculator; at still another, a bookkeeping or 
billing machine. Whatever the need, it must 
be met for office efficiency—just as surely as 
factory workers must be supplied with the 
right power tools and machines for produc- 
tion efficiency. 


A desk analysis by your trained Burroughs 
representative is the first step toward reduc- 
ing costs in your office. Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


4 
WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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THE MARK OF SUPERIORITY or 
IN MODERN BUSINESS MACHINES 


















Program Subjects Are Announced for 
17th Annual Meeting of Controllers 
In New York, October 10-13, 1948 ” 








i 
cost: 
A provocative series of sessions, fea- to g 
turing subjects of broad significance to 
WHAT CONTROLLERS WILL DISCUSS: modern controllership, is being planned one 
The Truth About Your Property Values, by the Program Committee for the 17th a 
. ae Annual Meeting of the Controllers Insti- 
Social Costs and Productivity, ” tute, which is being held in New York at Prot 
Budgetary Control, Accounting Standards, the Hotel Commodore, October 10-13, cial 
Federal State and Local Taxes, 1948. The subjects listed here have been data 
; ; selected by the Program Committee, of T 
The Business Picture Tomorrow. which ARTHUR SURKAMP, Treasurer of s 
. ; : ; cost 
Pach Bros, United States Rubber Company, is Chait- 
man. 1. 
Early announcement of speakers is in- n 
dicated by the Program Committee which 
is likewise arranging for luncheon pro- 2. N 
grams as well as the annual banquet. The P 
latter has been scheduled for Tuesday Kl 
night, October 12. 31 
INDUSTRY CONFERENCES - 
In addition, industry conferences for ae 
controllers in thirteen different fields are a 





now being developed under the general 
chairmanship of L. M. NicHOLs, Control- 5; 
ler of the General Electric Supply Cor- 
poration, Bridgeport, Conn. 

Serving as General Chairman for the 
1948 Annual Meeting is the immediate 
past president of the New York City Con- 
trol, ARTHUR L. BOSCHEN, Controller of 
the Vick Chemical Company, New York. 7. 

WILLIAM J. WARDELL, Vice President ‘ 
and Comptroller of the American Can 
Company, New York City, has accepted 


ARTHUR L. BOSCHEN W. J. WARDELL ARTHUR SURKAMP 
General Chairman Vice-Chairman Program Chairman 


Blackstone 














‘ a the vice chairmanship. Ne: 

In addition to Messrs. Surkamp and 
aw: Nichols, the following committee chair- S 
& manships have likewise been announced: SOU. 
L. M. NICHOLS JOHN D. GRAYSON H. GEORGE HINCK Finance Committee Chairman—JOHN if t 
Conference Chairman Finance Chairman Attendance Chairman D. Grayson, Treasurer, Hazeltine Elec: lific 
44s Ne tronics Corporation, New York; and hee. 

siete Bwing Galloway Dresident of Northeastern Molding Com- T 
: 00 
pany, New Haven, Conn. Mr. Grayson is 
the president of the New York City Con- pre 
trol of the Institute. pri 
Attendance Committee Chairman— his 
H. GeorGeE HINck, Secretary-Controller, pris 
Wallerstein Company, New York City. 

Hospitality Committee Chairman— are 
W. A. JACKSON, Standard Oil Company ban 
(New Jersey), New York City. — che 

Arrangements Committee Chairman— 
SruaRT MCLAUGHLIN, Assistant Control- . 
st Virgini Com- Stal 

W. A. JACKSON S. W. McLAUGHLIN G. T. ZIGNONE ler, West bo iret and Paper 

Hospitality Chairman Arrangements Chairman Publicity Chairman pany, New or Aty. : tc 
ty eS Publicity Committee Chairman—G. T. a 

Tan’ C,  ¢ ) ee J - 1942 ZIGNONE, Treasurer, Parents’ Institute, 
HE SOE EMU co s/c anh onto es 6 ee wn Haine ee Seta a one Seereie ULY, Inc., New York City. to | 
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Coanning the Contrllership Seone 





Emphasis Growing on Cost Control 

The return of competition, together with constantly rising 
costs of production, has made it advisable for management 
to give greater attention to intensive cost analysis, according 
to the Labor Relations Institute. The effectiveness of any 
drive to cut labor costs is dependent largely on the informa- 
tion at management’s command. In most cases, the average 
Profit and Loss statement prepared to summarize the finan- 
cial results for a given period does not provide the detailed 
data that the company requires to reduce costs. 

To meet the need for better statistics on which to base 
cost-cutting efforts, the following steps are recommended: 


1. Monthly cost statements should be considered where an- 
nual or semi-annual statements are now prepared. 


2. Worker productivity, should be determined by measuring 
production against direct man hours 
required. 


3. Unit labor costs should be obtained 
on a department-by-department basis. 


4. Records should be kept, showing the 
relationship between indirect labor 
costs and direct labor costs. 


5. Check the ratio of office workers to 
factory workers to see if white collar 
workers have lost prewar efficiency. 





ae 


W-2 


R.I.P. 


Workers Protected 

More than half the U.S. working population is protected 
against loss of income by accidents or illness, according to a 
survey by the American Medical Association. In excess of 40 
million agreements provide insurance against hospitalization 
costs, it was found. 


“When Is Pay Day?” 

Hourly rated production workers in four out of five com- 
panies are paid weekly, according to a survey of the person- 
nel practices of over 450 companies recently completed by the 
National Industrial Conference Board. In a majority of the 
remaining companies, these workers are paid every other week. 

Prevailing practice, however, is less uniform for salaried 
employees, the Board found. Roughly, two out of five com- 
panies pay all their salaried employees twice a month; one 
out of five pays weekly. Practically all 
the remaining companies either pay at 
bi-weekly or at monthly intervals, or 
they pay different subdivisions of levels 
of the salaried force at different in- 
tervals. 

The survey included both large and 
small companies in a variety of indus- 
tries. Some correlation, it was found, 
existed between size of company and 
length of pay period. Thus, 81 per 








6. Check the individual company’s op- 


cent of all the cooperating companies 





erating ratios against those of other 


. pay their hourly workers on a weekly 





companies in the industry. 


7. Train foremen in cost problems and 


| basis. But 87 per cent of the com- 


' panies with fewer than 250 employees 





in methods of cutting costs. 


Next: “Talking Checks” 

Sound tracks that will reproduce authenticating words or 
sounds if the check is genuine, or that will shout ‘‘Forger!”’ 
if the check is fraudulent or altered, may be the next scien- 
tific barrier to be thrown in the path of check crooks, it has 
been revealed by Burgess Smith, director of research for The 
Todd Company, Rochester, N. Y.., manufacturers of fraud- 
preventing checks, check writers and check signers. The 
principle of the “talking check” was solved by Mr. Smith in 
his laboratory long ago. Additional research to make the 
principle commercially applicable can be completed within 
a relatively short time, whenever the demand arises among 
banks and other organizations handling large volumes of 
checks. 

Among problems not yet completely solved, Mr. Smith 
States, 15 that of printing the sound track in such a way that 
it cannot be photographed or otherwise fraudulently repro- 
duced. Another is the economical production of the machine 
to convert the sound track into audible sound. 


(Refer to page 371, col. 2-3) 


pay weekly, as against 77 per cent hav- 
ing more than 5,000 employees. 

The same tendency is found, the survey continues, in the 
payment of salaried employees. Of all the participating 
companies, 20.9 per cent report paying salaried workers 
every week. ‘On further study, it appears that 28 per cent 
of the companies with fewer than 250 employees pay all 
salaried employees on a weekly basis, as against 18 per cent 
of the companies with between 1,000 and 4,999 employees, 
and as against none of the cooperating companies with 
5,000 employees and over.” 

Thus, the analysis points out, the smaller companies seem 
slightly more disposed than the large companies to pay all 
wage and salaried employees on a weekly basis. 


Coming Events . . . 

Difficult as the individual problem of providing for old 
age is today, says Virgil Jordan, it is only a dim shadow of 
the colossal social problem that will be with us tomorrow. 


Brrr. —PAUL HAASE 
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Who Is (and Who Is Not) “Management”? 


A recent ruling by the National Labor 
Relations Board holds particular interest 
for business executives in view of the 
current trend of management personnel 
toward unionization. A factor that will 
undoubtedly manifest itself in future con- 
troversies is the inability of business ex- 
ecutives on the top level to distinguish 
the line of demarcation between manage- 
ment positions and other positions in the 
organization. In other words, who is, and 
who is not management? 

It is this writer's view that there is 
great need for establishing a positive 
practice for determining which positions 
are clearly within the management struc- 
ture of the organization. Further, we in- 
tend to show in this article just how 
simple the process is. 

The case that brought to light the con- 
troversy between organized labor and 
management is the Worthington Pump 
Company (of Holyoke, Mass.) versus 
the Time and Motion Study Association, 
an independent union. The company con- 
tended that its time-study men were a 
part of management and therefore should 
not be unionized for collective bargain- 
ing with management. The union how- 
ever, contended that the functions of the 
time-study men could not be construed to 
include responsibility for management 
policies, or the determination of such pol- 
icies. The Board ruled in favor of the 
union. 

In its ruling the Board, in a majority 
conclusion, noted the following: 

“Although it appears that they (the 
time study men) exercise considerable 
judgment and discretion in the per- 
formance of their duties, they do not do 
so to any substantial degree in the for- 
mulation, determination, or effectuation 
of management policies.” 


By H. Geddes Stanway 





FUNCTIONAL ANALYSIS 








POSITION TITLE Chemist—Analytical ANALYZED BY...... DATE... ‘6: 
DEPARTMENT APPROVED BY...... DATE... :.< 
DIVISION APPROVED BY...... DATE... é-<:c 


RESPONSIBLE TO: (Give title) Section Head 


GENERAL FUNCTIONS: 


Responsible for performance of ordinary chemical analyses on quantitative and 
qualitative control; also physical measurement and inspection of raw materials for 
a wide variety of chemical and pharmaceutical products, as well as of the product 
after each process step to secure uniformity and adherence to company standards 
in the finished product. Follows standard established rules and procedures generally 
under close supervision of, or check by higher classed chemists. Functions may 
also include supervision over lower class laboratory workers, but is limited to 
checking and instructing without management authority to discipline. 


DETAILED FUNCTIONS: 


1. From specific assignments and by use of standard equipment, provides standard 
detailed report on result of analyses of material assigned. 


2. Check reports of other related laboratory workers. : 

3. As assigned, check and inspect subdividing and finishing operations to prevent 
deviation in control standards. 

4. Engage in preparation and maintenance of technical or miscellaneous records 
and reports related to control laboratory functions. 

5. As assigned, will be engaged in stability studies, testing or follow-up for re- 
search according to objectives. 

6. As assigned by supervisor, will direct, advise or arrange the work of others in 
the laboratory. 

7. As assigned, and to a limited degree of complexity, will check the preparations 


and taking sample products and materials; also the methods of blending or other- 
wise processing materials. 

8. Responsible for proper identification of tested or approved samples and submit- 
ting same together with reports to superiors for release. 


(Deviations involve analogous or lesser responsibilities ) 


MINIMUM REQUIREM ENTS: (Be very Specific in type and time of training) 





SCHOLASTIC TRAINING: College degree including chemistry and physics 
or equivalent. 





BUSINESS TRAINING: Thorough understanding of, and ability to prepare 
and use, qualitative and quantitative analyses; organic chemistry procedures; | 
varied standard laboratory equipment. At least one year practical application | 
beyond scholastic training specified above. | 

| 











H. GEDDES STANWAY, author of “Applied Job Evalu- 
ation,” recently published by Ronald Press, is a New York 


In this new era of tightened budgets, 
management may be less prone to long 
drawn-out legal entanglements on mat- 
ters that, with a simple system within its 





consulting specialist on job and employee classification and 
evaluation and an instructor in management at New York 
University. Mr. Stanway is also a special agent and con- 
sultant on investigation of Industrial Safety Practices on staff 
of Committee for Conservation of Manpower, Department 
of Labor. Formerly Director of Salary and Wage Systems 
for E. R. Squibb & Sons and Subsidiaries, New York, Mr. 
Stanway has likewise held the positions of Management 
Consultant on the staff of Stevenson, Jordan and Harrison, 
in New York; and Head of Standards and Industrial Engi- 
neering, Washburn Wire Company, New York. He is a past 
president of the Independent Steel Workers Union. 





MR. STANWAY 
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Own organization, it can avoid frustra- 
tions and disagreements on the questions 
of which of its employees are manage- 
ment personnel. There is little doubt that 
management’s problems of defining man- 
agement positions have to some extent 
arisen from the rather ambiguous defi- 
nitions of what constitutes executive, ad- 
ministrative and professional positions, as 
such are defined in the various labor laws. 

It should be an accepted fact that the 
amount of compensation has nothing 
whatever to do with the status of a po- 
sition in an organization. Rather, the 











Vitae 


YOU 





dont spend a dime 
or needless paper work 
when you use 


UARCO 


business forms 


Ask your Uarco Representative to prove it! He’ll show you 
how a single writing produces every copy you need... how you 
save on handling . . . how you reduce costly errors. 

These savings apply to a// businesses — manufacturing, 
wholesale, retail, general office—every one! Applying them to 
your specific operation is the job your Uarco Representative 
is trained to do. Call him in for a complete survey—there’s 
no obligation. 

UARCO INCORPORATED 
Chicago, Ill.; Cleveland, Ohio; Oakland, Calif.; Deep River, Conn, 
Offices in All Principal Cities. 





for instance... 


UARCO Speed-O-Form turns any typewriter 
into a continuous billing machine—in five 
seconds time! No aligning, no carbon stuffing 
—the typist has only to type. And just as Uarco 
Forms permit this minimum writing, so they 
assure minimum handling in distribution, 
minimum \ooking for all concerned! 





INCORPORATED 





CONTINUOUS-STRIP FORMS b VA. S. 1: 71€S. AY form AY SINGLE SET FORMS ype yo ata 


FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 
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FUNCTIONAL ANALYSIS 





POSITION TITLE  Foreman—Machine Shop ANALYZED BY...... DATE vs:<:0:0 
DEPARTMENT APPROVED BY...... DATES’. 
DIVISION APPROVED BY...... PATE 5: 





(Give Title) Chief Engineer or Assistant 


RESPONSIBLE TO: 


Responsible for detailed supervision over machine shop operations including the 
activities of sheet metal workers, involving the construction of varied plant ma- 
chines, machine parts, tools and dies, including developmental work, installations, 
etc. Supervision over highly skilled machinists, tool and die makers, etc., and sheet 
metal workers. Works from blueprints, rough sketches, etc., in laying out and 
assigning work to various skilled tradesmen, lathe, turret and other machine tool 
workers coordinating activities of machine shop operations related to operating 
department needs according to prescribed practices or special instructions. General 
supervisory functions include work distribution, reporting machine maintenance and 
repair needs to superiors, adjusting personnel problems, maintaining good house- 
keeping practices and proper employee-management relations and personnel training, 
assuring observance of company rules, safety rules, etc. Supervision over approxi- 


mately employees. Highest subordinate classification is 





DETAILED FUNCTIONS: 

1. Plan and direct each day’s work, assigning tasks to subordinates in accordance 
with job classifications and job requirements. 

2. Analyze blueprints, sketches, etc., and assemble necessary jigs and other ma- 

chine tool equipment and materials in assigning tasks to subordinates. 

3. May make special setups for machine parts and advise and instruct subordinates 
in detailed operations to meet requirements. 

4. Schedule requirements of constructing machine parts for machine maintenance 
and for new machinery after receiving authorized notices. 

5. Contact various department personnel, check machine operation after construc- 

tion to assure efficiency of operation and advise chief engineer’s office of various 

machine construction problems, etc. 

Initiate orders for materials and supplies as required. Also, labor and equip- 

ment needs and recommend changes in machine specifications and tolerances, 

etc., in the interest of operating economy, efficiency, simplification and safety. 

7. Perform standard check on tolerances, machine fittings and assuring that tools, 
dies, jigs or other machine parts are according to specification drawings or 
other instructions, provide recording of daily labor distribution of employees 
time and enforce, when necessary, the use of proper protective devices and 
clothing. 

8. Attends various supervisory conferences as assigned. 

9. Train and instruct personnel in established procedures, rules and regulations ; 

investigate employee complaints and grievances and take the necessary steps 

toward satisfactory adjustment. 

Authoritatively recommend hiring and terminations, initiate wage adjustments, 

transfers, reclassifications, and discipline (reprimands and warnings) or other- 

wise affect changes in the status of subordinate employees. 


6. 


o 


10. 


(Deviations involve analogous or lesser responsibilities ) 

MINIMUM REQUIREMENTS: (Be very specific in type and time of training) 
SCHOLASTIC TRAINING: High school or trade school or equivalent. 
BUSINESS TRAINING: Thorough knowledge of operation of machine tool- 

ing equipment, tool and die construction and varied machine setups; also, the 
ability to plan and direct the work of others. At least six to eight years’ prac- 
tical application in machine construction including complex tool and die mak- 
ing and familiarity with sheet metal activities. 














true status can only be determined by con- 
sideration of the total functions of the po- 
sition. 

The simplified practice of establishing 
systems of position classification has done 
much toward clarification for both man- 
agement and employees as to the status 
of the various positions in an organiza- 
tion, especially those positions above the 
rank-and-file levels. 


Illustrations from, “Applied Job Eval- 
vation,” by H. Geddes Stanway, The Ron- 
ald Press Company, New York, 1947. 


In resolving such a management prob- 
lem for one organization, the primary 
process was one of educational under- 
taking to formalize functional assign- 
ments. First, the objective was to estab- 
lish the true organizational level of each 
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position; secondly, to establish and coor. 
dinate functions in order to eliminate un. 
necessary overlapping of responsibilities 
and authority; thirdly, to clearly define 
the functions ta enhance incumbent eff. 
ciency; and fourthly, to establish a basis 
from which to judge comparative remu- 
neration values. 


PROCEDURE FOLLOWED 


The procedure followed was compre. 
hensively simple in order that the system 
would be readily perpetuated and desira- 
ble even after the specialist had com- 
pleted his assignment. In actual practice 
the specialist guided the efforts of super- 
vision in defining functional analysis, 
and the development of practical policies 
which were stipulated and disseminated 
to each member of the supervisory force 
regardless of organizational level but defi- 
nitely of management responsibility. 

The term supervision of itself is am- 
biguous in any attempt to determine a 
status of management position. A super- 
visor may or may not be a real represen- 
tative of management. In some plans we 
have dropped the term supervisor com- 
pletely and used such terms as “group 
leader,” which denotes supervision with- 
out management responsibility. Again, in 
certain professional positions supervision 
is an essential function but usually the 
scope is limited to “direction’’ without 
clearly defined responsibility or authority 
for the effectuation of management “pol- 
icies. 

In the accompanying illustrations of 
functional analysis, you will note that in 
the position of Analytical Chemist there 
are no functions listed which can be rela- 
tive to any responsibility or authority for 
formulation, determination, or effectua- 
tion of management policies. On the other 
hand, in the position of Machine Shop 
Foreman, the functions clearly indicate 
substantial authority and responsibility as 
a Management position. 

The trend toward more and better po- 
sition classification will have a favorable 
affect upon the relations of management 
and employees on the one hand, and the 
management and unions on the other. For 
it is a fact that factual and substantiating 
data tends to minimize conflict of opin- 
ion, and eliminate unnecessary expendi- 
ture of time and monies on mistaken fea- 
soning. 

Clearly defined position classification is 
a simplified system that will resolve the 
problem of, “who is management?” 


* * * 


17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 
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An invitation you'll want to accept now! For the first time 
—the new ROLL-O-PAK Carbon Paper Unit weds the 


best features of continuous forms and the liquid hecto- 





graph systems. 

ROLL-O-PAK feeds one-time duplicator carbon paper into any contin- 
uous forms writing machine to make the hectograph master... from which 
as many as 200 copies can be run off later at your convenience. 

And—at the same time—ROLL-O-PAK feeds “floating” black record 
carbon paper into the machine to make from 4 to 12 immediate copies of 
the form! 

A single loading requires less than 4 minutes—and produces enough 
black record carbon paper for as many as 3,000 forms...and enough dupli- 


cator carbon paper for about 100 forms 7” in depth. 


Write, or better yet— CALL COLLECT TODAY—Andover 2075. 
STANDARD MANIFOLD COMPANY - 162 N. Franklin - Chicago 
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Production, Payrolls, Prices and Profits Analyzed 


At Midwestern Controllers Conference 


A thorough-going analysis of produc- 
tion, payrolls, prices and profit problems 
which are facing American corporations 
today was featured at the Tenth Annual 
Midwestern Spring Conference of the 
Controllers Institute, which was spon- 
sored by the Twin Cities Control at the 
Hotel Lowry, St. Paul, on May 16-17. 

National officials of the Controllers In- 
stitute who participated in the conference 
sessions included PRESIDENT C. E. JAR- 
CHOW, Vice-President and Comptroller, 
International Harvester Company, Chi- 
cago; WALTER MITCHELL, JR., Managing 
Director of the Controllers Institute; 
HERBERT P. BUETOW, a National Vice- 
President of The Institute and Treasurer, 
Minnesota Mining & Manufacturing 





Because the dates for the Pacific 
Coast Controllers Conference in 
Seattle, on June 11-12, coincided 
with the deadlines for the current 
issue of THE CONTROLLER, the re- 
port of that conference will be pub- 
lished in THE CONTROLLER for Au- 
gust. 











Company, St. Paul; JAcK L. BATCHLER, a 
National Director of The Institute and 
Secretary and Controller, Kansas City Life 
Insurance Company, Kansas City; and 
PuHuip W. Scott, a National Director of 
The Institute and Secretary-Treasurer, 
The Bryant Heater Company, Cleveland, 
Ohio. 

With the general theme, “Gearing for 
the Future,’ as a framework, the various 
papers presented by nationally known au- 
thorities brought forth many pertinent 
considerations. The following excerpts 
from addresses at the various sessions pre- 
sent highlights by speakers at the confer- 
ence. 

Discussing the subject, “Production Is 
No Picnic,’ Dr. Charles W. Walton, As- 
sistant to the Executive Vice-President in 
charge of manufacturing, Minnesota Min- 
ing & Manufacturing Company, St. Paul, 
declared: 

“To make the manufacturing operation 
more effective and more efficient, someone 
has to plan and do on-the-job training of 
the workers; establish standard work pro- 
cedures; mechanize and streamline the 
equipment phase of the operation, and in- 
corporate safety devices and features 
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which will produce or eliminate hazards 
and improve workers’ efficiency and mo- 
rale. 

“Someone has to plan the use of pro- 
duction equipment, obtain suitable raw 
materials at the time they are needed, and 
have suitable skilled personnel on the job. 
In addition, someone has to evaluate each 
job, and establish suitable wage rates and 
wage incentive plans. 


PLANNING PRODUCTION 


“Proper production planning is nothing 
more or less than an attempt to interpret 
customer demands in terms of a planned 
program of manufacturing machine time, 
floor space, personnel, raw materials, and 
packaging. Planning and production are 
no better than the market research esti- 
mates provided by the sales department. 
If the sales department can provide a 
good backlog of sales orders, it will re- 
sult in a solid and continuous manufac- 
turing schedule for the production de- 
partment, and thus case the job of the 
planning group. Unfortunately, it is often 
impossible to obtain a backlog of sales 
orders. Then it is necessary to obtain the 
best sales estimates it is possible to pre- 


‘pare, and to recheck them at reasonable 


and frequent periods. 

“The objective of planning at all times 
must be to somehow achieve ‘a balanced 
work load for all interlocking operations 
or process.’ No plan will work unless one 
has a workable system of production con- 
trols which will highlight major devia- 
tions from an established plan, and thus 
make possible the opportunity for correc- 
tion and revision.” 


ROLE OF PAYROLLS 


Analyzing the role of labor and man- 
agement in his discussion entitled, ‘‘Pay- 
rolls Play Their Part,” Boris Shishkin, Di- 
rector of Research, American Federation 
of Labor, Washington, D. C., stated: 

“One great obstacle in the path toward 
economic stability has been the inability 
of labor and management to agree on 
facts. Agreement on facts is indispensable 
to a sound and genuine agreement on is- 
sues. 

“In wage negotiations, labor has been 
giving too exclusive attention to wages as 
income, while management has been look- 
ing on wages as costs. Labor should talk 
more about wages as costs and manage- 
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ment more about wages as income. That is 
the only way for both to reach a common, 
lasting agreement about their respective 
obligations to the enterprise of which both 
are a part, as well as to the community. 

“Continuing rise in price inflation js 
presenting an increasing threat of choking 
off the market for manufactured prod- 
ucts, especially consumer durable goods, 
while the buying power is increasingly di- 
verted to food, rent and other indispen- 
sable necessities. But the prime source of 
this inflation is the excessive volume of 
money in circulation in relation to prices. 
Wages are not a direct or sole force te- 
sponsible for high prices. In fact, quite 
often, even generally, prices far out- 
stripped wage costs. Consider the fact, for 
example, that in May, 1947, the labor cost 
per ton of coal was $1.65 and in Novem- 
ber, 1947, $1.84, a rise of 19 cents a ton. 
Allowing an addition for a five cents a 
ton payment for the welfare fund, added 
since May, the maximum increase in the 
labor cost per ton of coal was 24 cents, 
Yet during the same period the wholesale 
price per ton of coal rose $1.18 while the 
average retail price in 34 cities rose $2.40 
per ton. Here is a perfect illustration of 
how a 24-cent increase in the labor cost 
per ton was universally represented as the 
direct cause for the price increase which 
in reality was ten times as great. 


MoreE PRODUCTIVITY 


“As a long;term proposition, labor 
and management must agree that expand- 
ing productivity is a national necessity. It 
is in the long-term interest of all to pay 
labor progressively higher wages in rela- 
tion to prices; to do this by progressively 
increasing productivity per man-hour; 
and to reduce hours of labor and increase 
real income while increasing the volume 
of production and distribution. 

“To translate this policy into reality, 
genuine union-management cooperation, 
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should begin, not in the Congressional 
hearing room in Washington, or at the 
company headquarters, but right at the 
local plant level, where collective bargain- 
ing is initiated.” 


END OF INFLATION ? 


Venturing the opinion that “we may 
have reached the end of inflation in this 
country, provided we are not called upon 
to undertake a large-scale rearmament,” 
Dr. Howard R. Bowen, Dean, College of 
Commerce and Business Administration, 
University of Illinois, Urbana, cited eight 
reasons for his opinion. They included: 

1. Prices have not been rising signifi- 
cantly for nearly six months, and some 
important price reductions have oc- 
curred. For example, several of our 
largest industrial companies have been 
reducing prices and at the same time 
resisting further wage increases. 

2. The stage of building up inventories 
and filling pipelines is apparently 
about completed. In fact, much of the 
inventory increase during the past year 
was due to rising prices rather than to 
an increasing physical volume of 
goods. 

. The money supply has not been in- 
creasing for some time. Money in cir- 
culation has remained about constant 
since the end of 1945, and bank de- 
posits are about at the same level as at 
the end of 1946. Also, there is good 
evidence that an adjustment between 
the money supply and the price level 
has been attained. 

4. The money market is perceptibly 
tighter. It is harder to get loans, and 
interest rates are higher. For example, 
the average rate charged customers by 
New York banks has increased from 
1.17 per cent in September, 1947, to 
2.09 per cent in March of this year. In 
seven Northern and Eastern cities sur- 
veyed by the Federal Reserve Board, 
the increase was from 2.25 per cent in 
September, 1947, to 2.52 per cent in 
March of this year. You are, of course, 
familiar with the increased yields on 
the various classes of Federal securities. 

5. The Federal budget contains a sub- 
stantial surplus. Although the formal 
bookkeeping surplus is only a few bil- 
lions, and even this may disappear as 
expenditures mount, the actual cash 
surplus of income over outgo will 
nevertheless be substantial if the trust 
accounts of the Treasury, as well as the 
so-called general and special accounts, 
are included. In other words, the 
Treasury is and will be taking more 
from the American people than it pays 
out in expenditures, and the net effect 
of its operations will be deflationary. 

6. The crop outlook, both here and 
abroad, is excellent, and lower food 
Ptices are expected both by the De- 
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INSTANT ANSWERS 
mean PROFITS to you 
weed 


Bring on your figure work problems! A FRIDEN 





Fully Automatic Calculator has all the ANSWERS, 
[ suttaaity You'll be seioeed how easily a 
FRIDEN becomes a part of your organization. It 
fits your-every need... simple to operate, . . gives 
you useful and accurate answers through time- 
saving methods and exclusive feesces Why 
don’t you arrange for a demonstration? Just 


telephone your local Friden Representative ... 
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PROFITS to your business. 


Friden Mechanical and Instructional Service is avatlable in approximately 250 


Company Controlled Sales Agencies throughout the United States and Canada. 


| test it on your own work. A FRIDEN means. 








FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIF., U.S. A.« SALES AND SERVICE THROUGHOUT THE WORLD 
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partment of Agriculture and private 
experts in this field. Of course, it is 
too early to be sure of good crops, 
though the winter wheat crop in this 
country is far enough along to make 
reasonably good estimates. 

7. The capacity of American industry to 
produce consumer goods has increased 
tremendously. Over $30 billion’s worth 
of new capital equipment has been set 
in place in the past two years. The re- 
cent McGraw-Hill Survey of Capital 
Expansion indicates that when the 
postwar expansion program is com- 
plete, the productive capacity of Ameri- 
can manufacturing industries will be 
52 per cent greater than in 1939. This 
increasing flow of goods will undoubt- 
edly have a decisive influence on prices. 

8. The largest single factor in the current 
inflation—namely, the expenditures of 
business for new capital equipment—is 
tending to level out. The Department 
of Commerce reports “There is. . . 
definite indication of the levelling out 
of . . . capital outlays, which con- 
trasts with the rapid upward surge of 
expenditures since the end of the war. 
In fact, the volume of capital expan- 
sion planned by business for 1948 may 
in physical terms be somewhat below 
the rate in the closing months of last 
year.” In the same vein, the McGraw- 
Hill Survey shows that ‘American 
Manufacturing companies had com- 
pleted on the whole 64 per cent of 
their postwar expansion programs at 
the end of 1947. By the end of 1948, 
they expect to have 85 per cent com- 
plete.” These indications are of great 
significance because the capital ex- 
penditures of business are perhaps the 
major inflationary force in the Ameri- 
can economy today. 





PROFITS NEEDED 


Defending the need for profits, or at 
least the hope of profits, Dr. Rufus S. 
Tucker, Economist of the General Motors 
Corporation, New York, pointed out: 

“Profits are necessary because the quest 
for profits is the chief motivation of pro- 
ductive effort in a free society that is 
based on the division of labor, as all mod- 
ern societies are. When it is no longer 
possible for each family to produce all it 
needs, goods and services must be ex- 
changed with other families. When 
simple barter between families is no 
longer adequate, because of distance and 
the number and variety of objects in- 
volved, production for the market be- 
comes necessary. And production for the 
market can take place only as a result of 
some motivation or incentive or compul- 
sion. Other methods have been tried, but 
the possibility of making a profit has been 


the most effective in increasing output, re- 
ducing cost and satisfying the consumers’ 
wants. It has also been the motivation 
most consistent with the dignity and lib- 
erty of individual workers and consumers, 
and the finest development of their char- 
acters and capacities. 

“Tt is necessary to have profits in good 
years and in well-run concerns to offset 
losses in bad years and in badly managed 
concerns. In 1921, and in every year from 
1930 and 1940, inclusive, the majority of 
corporations submitting tax returns re- 
ported losses, not profits. If this were the 
universal rule, and if losses in one year 
were not offset by profits in another, there 
would soon be no investment and no pri- 
vate enterprise. Only government enter- 
prises can be run continually at a loss— 
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“I ya don’t feel so good, Mr. Carter, why don't 
ya knock off for the day? I'll take over” 
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and then only because the citizens are 
compelled to pay taxes in addition to the 
prices they pay for such government prod- 
ucts and services as they voluntarily buy. 

“The alternative to a society based on 
private profits is a society controlled by a 
totalitarian government, whether it calls 
itself communist, socialist or fascist. The 
type of mind or character naturally de- 
veloped under the system of private profits 
is that which is independent, progressive, 
self-respecting and, therefore, easily taught 
to respect the rights of others, even of 
minorities. The type of mind or character 
developed under the other system in 
Germany and Russia is servile toward au- 
thority, aggressive toward weaker per- 
sons, and prone to believe that anyone 
who will not conform to the majority will 
has no rights. Which is the more admir- 
able ?”’ 


Our ECONOMY 


The conference banquet was addressed 
by Donald D. Davis, President of the 
Minnesota & Ontario Paper Company, 
Minneapolis, and wartime Vice-Chairman 
of the War Production Board, who is cur- 
rently serving on the Hoover Committee 
on Government Lending and Procure- 
ment. Mr. Davis emphasized that: 
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“Our economic productive mechanism 
performs the greatest job on earth—turn. 
ing out goods at the gross rate of $249 
billion a year, and creating the greatest 
national income we have ever earned— 
over $200 billion. In fact, with only 6 per 
cent of the world’s population, we pro- 
duce 35 per cent of the world’s goods. 

“An amazing thing is the extent to 
which we are making adjustments at a 
high level of productive employment. 
When inventory accumulation threatened 
to recede, we might say, we made a tax 
reduction to give sustaining power to the 
economy at a high rate of output. When 
exports to Europe were almost certain to 
recede, we passed the Marshall Plan for 
economic cooperation. 

“Actually, business gears to the income 
of society—and business, in its manage- 
ment of the productive end of the econ- 
omy, greatly helps to determine the size 
of that income. When business cannot 
perform the services expected in its man- 
agement of the productive end, it fails in 
its obligation to contribute to better liv- 
ing. As a consequence, customers, em- 
ployees, investors and the community in 
general are the losers. The success of busi- 
ness today, the way it is managed, the 
planning and cooperation that go into de- 
velopment—all are the major trusts of 
management in its gearing for the future. 
Management must develop an adequate 
sense of trusteeship, so as to discharge its 
duties and responsibilities in the interest 
of the four groups with which it is so 
closely associated, and on which it so 
greatly depends. 


MANAGEMENT ‘“‘Musts’”’ 


“Management has a responsibility to 
the customers to provide the products and 
services needed for good living, and, in 
accomplishing this, must furnish goods 
and services in an economical manner. It 
must be constantly alert for new products, 
inventions, improved design, innovations 
and a more effective means of marketing 
and distribution, in order to pass on to 
the customer a commodity with an in- 
creased value and service at a reduced 
cost. It should establish a pricing structure 
which, while directed at the preservation 
of customer acceptance, should allow for 
reinvestment provisions—particularly per- 
tinent today when the replacement value 
of productive assets are a great deal 
higher than the original cost. 

“Management has a responsibility to 
provide a fair return to its ‘risk’ custom- 
ers—its stockholders—whose investments 
supply the capital for its formation and its 
progressive continuance. This responsi- 
bility does not end with the payment of a 
reasonable yield for money invested. 
Sound management owes it to the stock 
holder to insure permanency and growth 
of company operations, a sound financial 
structure, and the establishment of 4 
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sound human-relations policy. Stockholder 
relations can be as important as public re- 
lations or labor relations. 

“Management has a responsibility to its 
employees to pay adequate wages and sal- 
aries for good living and security. We ex- 
pect of our employees loyalty and industry 
_a fair day’s work. In return, we should 
compensate them at a rate commensurate 
with the value received, competitive con- 
ditions considered. Notwithstanding _la- 
bor’s increasing demands for more, man- 
agement must seek to establish a wage 
policy with due consideration to all the 
pertinent factors. This wage obviously 
cannot be solely based upon ability to pay, 
since this concept ignores management's 
obligation to the customer and the stock- 
holder. Another round of inflationary 
wage increases—with no more goods pro- 
duced—would put off, perhaps disas- 
trously, any hope of early improvement in 
the real standard of living. 

“Furthermore, it is management's long- 
term responsibility to humanize business, 
so that the employee will have a feeling of 
accomplishment and satisfaction in his 
job, in his company, and in his own fu- 
ture. 

“Management must contribute its share 
to the well-being of the community in 
which it operates. We must be alert to 
ever-present proposals for curing our eco- 
nomic ills through measures which, if 
adopted, would drain the sinews from out 
business and industrial enterprises. More 
production is the paramount objective in 
meeting most of these problems.” 

The Executive Committee included: 

General Chairman, CHARLES W. PER- 
RINE, Treasurer and Controller, Minne- 
sota Amusement Company, Minneapolis; 
Vice-Chairman, C. J. BOEMER, Treasurer 
and Controller, Weyerhaeuser Sales Com- 
pany; H. P. BuETOw, Treasurer, Minne- 
sota Mining & Manufacturing Company; 
R. H. Dog, Controller, United Properties, 
Inc.; GEORGE H. HEss, Jr., retired, to- 
gether with the following Committee 
Chairmen: 

Arrangements, .LAURENS D. DAwWEs, 
Controller, Munsingwear, Inc., Minne- 
apolis; Liaison, FRANK J. HICKLING, 
Controller, Minnesota & Ontario Paper 
Company, Minneapolis; Program, Er- 
NEST G. KELLETT, Assistant Secretary- 
General Auditor, Northern States Power 
Company, Minneapolis; Pwblicity, R. A. 
KorRTMANN, Controller, St. Paul Dis- 
patch-Pioneer Press; Speakers’ Hos pital- 
ity, JOHN V. PaGe, Controller and Assist- 
ant Secretary, Raymond Laboratories, 
Inc. ; Housing, R. A. SEXTON, Controller, 
Minneapolis Brewing Company; Registra- 
tion, Reception and Inter-Control Attend- 
ance, JOHN A. TAUER, Comptroller, 
Great Northern Railway, and A. E. AHL- 
BERG, Secretary, Northwestern-Hanna 
Fuel Company; and .Finance, Pauw H. 
WERNICKE, Controller, Minneapolis 
Honeywell Regulator Company. 














vou WEED mis Boox 
--- AND ITS SREE/ a 


A aon 
vl ple 
: Lend 
\ gee oy on 
weet & encatio" closelY ¥ 
pet " 
efvs® 
w a 
hat si 
sure PP ans request is g 
trying to cash be o crook 2 
o Bad check? e 
How 
min can You deter 
1 the cosy 
crime Io of 


? 


z SSes 
in odvancee? 


Where should safes be 
placed for maximum security? 


? 


€ 
What ore 
the 1 
Methods of embezaiangtt common 


Get your copy NOW and STOP CRIME LOSS! 


ANSWERS TO THESE QUESTIONS, and hundreds more, are 
contained in the newly published 28-page book, ‘“‘Crime Loss 
Prevention’”’—a concise, clearly written study of the common 
kinds of crime losses and the best loss prevention methods. 


YOU NEED THIS BOOK. It’s the most profitable half hour’s 
reading any business owner can do. Mail the coupon now and 
get your FREE copy. 


Be on your guard 
against Crime Loss... 







CONTINENTAL CASUALTY CO. 
Dept. 3C 

310 South Michigan Ave. 
Chicago 4, Illinois 


Please send me, without obligation, my free copy of the new book on “Crime Loss 
Prevention.” 
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Does your sales trend 
have you “flying blind”? 


If you take 3 to 6 months or more to 
make deliveries, this is a good time 
to be checking your course in sales 
trends every day instead of flying 
blind. 

Your order analyses may tell you 
there isn’t a mountain peak dead 
ahead. 

But production schedules issued 
on the basis of these orders may be- 
come mountain peaks a few weeks 
or months hence unless you analyze 
your shipments and stock to know 
exactly where you are...and what 
the drift is... from day to day! 

McBee helps ensure the continuity 


KEYSORT is easy to learn, easy 
to use, requires no specialized 
job training ...increases indi- 
vidual work output without 
increase of individual effort. 
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of your business by putting on your 
desk just the “instruments” you need 
to avoid “flying blind.” 

Keysort cards and machines put at 
your fingertips daily all the facts... 
fresh facts ...about your deliveries 
and your inventories, your orders 
and your production schedules. 

By helping you detect sales trends 
in time, Keysort enables you to keep 
your business on the course and on 
an even keel. 

You can stay on top of all the facts 
daily, and do it easily, economically, 
quickly. There’s a McBee man near 
you. Ask him to drop tn, or write us. 





THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT— THE MARGINALLY. PUNCHED CARD 
295 Madison Avenue, New York 17, N. Y. Offices in principal cities 
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**All Inclusive” Statement 
Preferred as “Clearer” 


The “all inclusive” type of income 
statement better accomplishes the purpose 
of clear presentation of income than the 
“current operating performance’ type, 
Earle C. King, Chief Accountant of the 
Securities and Exchange Commission, de. 
clared recently before the New York State 
Society of Certified Public Accountants, 

The “all inclusive” type, he observed, 
assumes that all gains and losses for the 
year should enter into determination of 
net income for the year, while the current 
operating concept assumes that certain 
material extraordinary items unrelated to 
the year’s normal operations should be ex. 
cluded. 

The accountancy profession has a pub- 
lic duty to resolve differences of opin. 
ion on principles governing the prepara- 
tion of corporate income statements so 
that they required no “explanation or 
clarification beyond that contained in the 
statements themselves,’ Mr. King said, 
adding that much of the public confusion 
on the amount of corporate profits could 
be attributed to the manner in which cor- 
porate income statements were prepared 
and issued. 

After noting that dollar amounts of re- 
ported corporation profits in 1947 were in 
general higher than ever before, and as- 
serting that the future of industry was 
“cloudy, to say the least,’ Mr. King said: 

“With some ‘experts’ contending that 
business in general and prices in particular 
will continue as at present for an indefi- 
nite period; others predicting even more 
business and still higher prices; and still 
others taking the position that our economy 
is due for a nosedive, if not tomorrow 
than within the very near future, it is 
small wonder that corporation officials, 
charged with the making of current profits 
and the retaining of such part of those 
profits as is necessary to keep the business 
moving, have resorted to various and sun- 
dry ways to reflect in their financial state- 
ments the accomplishment of this pur- 
pose.” , 

He added that the apparent lack of full 
agreement among accountants as to treat- 
ment of certain reserves and other items 
“cannot be expected to allay manage- 
ment’s disinclination to accept, as realis- 
tic, profits determined in accordance with 
accepted accounting principles, which 
contemplate adherence to cost and the 
matching of expired actual cost against 
revenues. 

"The biggest challenge which confronts 
every form of social business and industr) 
today can be summed up in the single 
phrase: ‘The job of understanding and of 
being understood.’’’—Lewis F. Gordon, 
Vice President, Citizens & Southern Na- 
tional Bank, Atlanta. 
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WHAT WOULD YOU 
RATHER DO... 
OR GO FISHING? 
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Why “beat your brains out” trying to uncover the facts and figures 
you need in developing your 1948 sales program? 


Why wonder how much it is costing you to sell your product in a 
given territory; how you can re-arrange territories to reduce selling 
costs and increase profits; or how your salesmen stack up individually 
on a cost-of-selling basis? 


It’s just like a vacation from worry to call in STATISTICAL for the 
answers to questions like these that vitally affect your business. 


STATISTICAL offers the personnel and facilities to tabulate the in- 
formation—right from your own sales records—and at far less cost 
in time and money than would be required to do the job yourself. 
This experience and know-how are backed up by the largest inde- 
pendent punch-card tabulating service in the country. 


Phone HARrison 2700 today for a brochure describing this complete 


tabulating, calculating and statistical typing service. 


STaAriSTICal taBULATING COMPANY 


53 West Jackson Boulevard, Chicago 4, Illinois + Telephone—HARrison 2700 


In St. Lovis: Arcade Building, St. Lovis 1, Missouri 











Department Store Expenses in 1947 Showed 
Sharpest Advance Since 1932 


Dangerous trends emerging in 1947 
threaten the general health and well-being 
of the department store business if al- 
lowed to continue unabated, Professor 
Malcolm P. McNair of the Harvard Busi- 
ness School told the Controllers’ Congress 
recently. The most significant develop- 
ment of the past year was a jump in the 
cost of doing business to the extent of 
two per cent of sales. This advance, the 
sharpest recorded since 1932 made a ma- 
jor dent in profits. 

Although dollar sales set a new record, 
six per cent above the 1946 high con- 
sumer purchases fell off numerically; and 
thus the volume increase could be more 
than accounted for by the rise of at least 
10 per cent in the department store price 
level. 

Professor McNair’s conclusions were 
based on a survey of operating results of 
480 firms carrying on business in 621 
department and specialty stores in the 
United States and Canada, with net sales 
of over $3.8 billion in 1947. This study 
was the 28th in a series conducted annu- 
ally by Harvard’s Bureau of Business Re- 
search, undertaken with the cooperation of 
the Controllers’ Congress of the National 
Retail Dry Goods Association. 

For the fifth consecutive year, gross 
margin of department stores continued 
downward, dropping from 35.9 per cent 
in 1946 to 35.3 per cent in 1947. The im- 
pact on gross margin of the significantly 
higher retail reductions, principally mark- 
downs, was softened by a slight advance 
in initial markon. It was not so much the 
lower gross margin, however, as it was 
the higher total expense that did the dam- 
age to net profits. 

Dollars of expense outlay mounted at 
more than twice the rate at which dollars 
of sales income were augmented. Operat- 
ing profits, therefore, caught by the de- 
scending blade of gross margin and the 
rising blade of total expense, were trimmed 
down percentagewise for the third year. 
But after taxes in 1947, final dollar 
earnings, though typically 20 per cent 
lower in total than in 1946, still stood at 
the second highest point on record. 

Perhaps the most significant measure 
of expense increase in. 1947 was the dol- 
lar cost per transaction, which, for de- 
partment stores with sales of $2 million 
or more rose 17 per cent from $1.01 to 
$1.18, an advance as great as that recorded 
in 1946. In that year, dangerous expense 
tendencies were to a large extent con- 
cealed by the very substantial increase in 


encies came into the open; and the total 
cost of doing business jumped from 28.1 
per cent to 30.1 per cent of net sales. It 
is clear that in the department store busi- 
ness, inflationary forces are now affecting 
expenses more strongly than they are sales. 

In sharp contrast to 1946, payroll ex- 
pense alone was not predominantly re- 
sponsible for the increased dollars of ex- 
pense outlay in 1947. For 328 identical 
firms, total dollars of expense ran 12.6 
per cent ahead in 1947. For these firms, 
payroll dollars climbed 11.2 per cent 
while all other expense mounted 14.4 
per cent. Thus, the sum total of all the 
non-payroll items accounted for more than 
half the rise in cost of doing business be- 
tween the two years. Nonetheless, the rise 
in payroll from 15.9 per cent to 16.85 
per cent of sales was one of the sharpest 
advances recorded for any single year in 
the history of these studies. 

Real estate costs, at 2.2 per cent of 
sales, advanced only slightly over 1946 for 
department stores; but advertising, at 2.45 
per cent, registered an increase to approxi- 
mately the 1943 level. The sum total of 
all the other expense divisions went up 
from 7.8 per cent to 8.6 per cent of sales. 
Accounts which contributed prominently 


to this higher percentage total were in- 
terest, supplies, and service purchased; 
traveling was the only expense division in 
1947 to display a tendency to decrease 
percentagewise. 

For the second consecutive year, the 
stock-turn rate slowed down, though still 
remaining measurably above the prewar 
experience of department stores. Closing 
valuations of merchandise inventories 
were slightly higher than opening figures. 
Because of the advancing price. level, 
physical stocks, however, presumably 
were no greater at the end of the business 
year than at the beginning. 

For 76 department stores with sales of 
$10 million or more, current assets as- 
sumed a less liquid character on January 
31, 1948, than they had exhibited a year 
earlier, with a decrease in the ratio of 
cash and government securities to total 
current assets from 22 per cent to 18 per 
cent. At the year-end net working capital 
was 20 per cent of net sales, a slight in- 
crease over the opening figure. 

In view of the fact that prewar normals 
have not yet been reached with respect to 
any one of the three factors—rate of 
stock-turn, ratio of credit sales to total 
sales, and ratio of average accounts te- 
ceivable to total credit sales—there is a 
strong presumption, Professor McNair 
says, that working capital in relation to 
sales volume will have to increase still 
further. 


“Skunkless” Checks Preferred by Banks 


Bankers are getting tired of looking at 
pictures of skunks on checks, puzzling 
out which of a half-dozen sets of figures 
is the one meant to be paid, and solving 
the riddle of which bank the check is 
drawn on. A campaign for simplification 
in the printing and writing of bank 
checks is being waged by the Committee 
on Check Standardization and Simplifica- 
tion of the Bank Management Commis- 
sion of the American Bankers Assn. 

Bankers feel strongly about it, a com- 
mittee spokesman said, because 95 per 
cent. of banking operations are carried 
on by check. In 1946 reports from 334 
banking centers to the Federal Reserve 
System showed that debits to total de- 
posits amounted to $1,050,021,000,000— 
that is, Americans carried on more than a 
trillion dollars’ worth of business by 
check, says The Associated Press. 

Most individuals use checks the banks 
furnish them. The business man’s checks 
have caused the most trouble, according 
to the committee. A pamphlet illustrated 
with exhibits of what the committee 
termed ‘‘headache checks’ has been sent to 
be shown member bank customers. 





dollar sales volume. With the much 

smaller sales increase in 1947, these tend- At least three business concerns used 
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checks reproducing a portion of the front 
page of a newspaper. Down in one cor- 
ner, the illustration showed, space was 
left for essential checking data, but the 
bank clerk had to look for it, and he 
could waste a good deal of the bank's 
time reading headlines and weather te- 
ports and looking at news pictures. 

The skunk—along with a fox, a mink 
and a beaver—appeared in black and 
white on the red check of a fur company. 
Least conspicuous were the name of the 
bank and the amount to be paid. 

One of the committee’s exhibits shows 
a check with a 200-word small-type in- 
struction as to where and how cashable. 








“Whom, Grisby? Against whom in 
the office do you bear this grudge?” 
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Payroll Liability and 
Compensation 


Worksheets 


Now available to accountants and 
auditors without charge, new Payroll Tax 
Liability Accrual Summary and Work- 
men’s Compensation Insurance Summary 
worksheets have been designed and are 
being produced by’ The Todd Company, 
Rochester, N. Y., manufacturer of payroll 
systems, fraud-preventing checks, and Pro- 
tectograph check writers and signers. The 
new worksheets are available upon re- 
quest from Todd’s zone offices, located in 
all principal cities throughout the country, 
or from the Rochester headquarters. 

Filling a need which has existed ever 
since passage of state unemployment, 
withholding tax and social security legis- 
lation and solving problems created by 
the accounting complexities of workmen's 
compensation, the new forms are designed 
to save hours of work for accountants and 
auditors and enable them to make possible 
sizeable savings for their clients or em- 
ployers in computing compensation in- 
surance premiums. 

On the new Payroll Tax Accrual form, 
totals will be posted weekly from the pay- 
roll summary, and accountants will thus 
be able to prepare and prove payroll tax 
figures more quickly, easily and accurately 
than has ever before been possible. Em- 
ployers or clients can readly ascertain their 
true cash positions by simply referring to 
the accrued tax obligation figure as well 
as to their bank balances. 

The Workmen’s Compensation form in- 
cludes columns for six different premium 
classification rates, an important factor 
since compensation insurance rates vary 
widely for different classifications. A 
chauffeur’s rate, for example, is approxi- 
mately 30 times as costly to the employer 
as that of an office worker. Unless the em- 
ployer breaks down his payroll by classifi- 
cations, however, insurance companies 
have the right to charge the rate govern- 
ing the highest classification. 

Both summaries are one-page forms, 
with space for 26 payroll period entries 
on each side of the sheet. They are de- 
signed so they can be used independently 
or with the Todd Form-Master payroll 
system. 


New Look in Taxes 

There are a few new taxes around 
which, Tax Foundation believes, may be 
worth recording. Little Rock, Ark., has 
adopted a $25 per year tax on establish- 
ments selling sliced watermelon which is 
caten on the premises, provided no other 
license is paid by them. Operators of 
bagatelle tables, street pianos, and hand 
organs (presumably the kind which play 
Verdi) are now taxed in Trenton, N. J. 
and in Hood River, Ore., there is now 
4 $20 per week tax on jugglers. 





How Far Ahead Do You Plan? 


Your files may be adequate today—but how about next year—and five 


or ten years from now? Will your file supervisor (and top management ) 


praise your planning if your present filing system is fast becoming ob- 


solete—and bound to be inadequate in a few years? The hundreds of offices 


using Rol-Dex Files have planned for the future because Rol-Dex Filing 


principles are years ahead. Rol-Dex Filing is ultra modern today—up-to- 


date in 1958. Write for facts and figures on tested Rol-Dex installations. 


ROL-DEX DIVISION 


WATSON MANUFACTURING COMPANY, INC., JAMESTOWN, N. Y. 
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Personal Notes About Controllers 





C. F. EveLeEIGH, holder of certificate 
number 774 in the Controllers Institute, 
was recently elected Executive Vice-Presi- 
dent of Eli Lilly and Company, in New 
York. F..M. HapLey succeeded Mr. 
Eveleigh as Treasurer. Both are members 
of the Controllers Institute. 


Davin GRAHAM has been elected Vice- 
President in charge of finance of the 
Weyerhaeuser Timber Company, in the 
company’s offices in Tacoma, Wash. Mr. 
Graham was formerly Treasurer of the 
West Virginia Pulp and Paper Company, 
New York. 


JOHN H. MacDona_p, Administrative 
Vice-President of National Broadcasting 
Company, New York, has been named to 
co-ordinate the operations and financial 
activities of the company. Mr. MacDonald 
is Chairman of the National Board of Di- 
rectors of the Controllers Institute, having 
previously served as National President. 
Appointed an Administrative Vice-Presi- 
dent of the company in 1947, he had been 
in charge of the company’s fiscal affairs 
and related departmental activities. 


WiLuiAM E. LANG, formerly controller 
of the Fort Pitt Hotel, Pittsburgh, has 
been transferred to the headquarters or- 
ganization, Lebis Hotel Management Cor- 
poration, New York, as Auditor. Mr. 
Lang is a member of the Controllers In- 
stitute of America. 


H. M. RAMEL, who is Vice-President 
of Ramsey Accessories Manufacturing 
Corporation, St. Louis, was an employer 
representative at the International Labor 
Organization Conference, held in San 
Francisco in June. He represented the em- 
ployers of the United States, being one of 
a committee of five. Some 40 nations were 
in attendance. A member of the Control- 
lers Institute of America, Mr. Ramel 
holds its membership certificate 1073. 


H. B. SELIGMAN, a member of the Con- 
trollers Institute of America, has been 
promoted to Secretary and Assistant 
Treasurer of the Continental Carbon 
Company, Amarillo, Texas. Mr. Seligman 
was succeeded in his former office as Con- 
troller by S. C. TRIMBLE. 


JoHN M. WALKER has been elected 
Treasurer and Comptroller of Stahl- 
Meyer, Inc., Brooklyn, N. Y. Mr. Walker, 
who is a member of the Controllers In- 
stitute of America, previously held the 
title of Secretary and Comptroller. 


JAMES A. TRAINOR, Comptroller of 
Commercial Controls and Electromode 
Corporations, was elected Vice-President 
and a Director of the two firms at recent 
meetings of their Board of Directors, and 
will continue his responsibilities as Comp- 
troller. Mr. Trainor is a member of the 
Controllers Institute. 

Comptroller of Commercial Controls 
for nearly six years, Mr. Trainor became 
associated in June, 1942, with the mail- 
room equipment 
firm in that ca- 
pacity. He was 
appointed 
Comptroller of 
Electromode in 
May, 1946, when 
the firm was or- 
ganized in Roch- 
ester as a subsid- 
ary of Com- 
mercial Controls. 
Priortothe merg- 
ing of Justowriter 
Corporation with 
Commercial Controls this January, Mr. 
Trainor had also been Comptroller and a 
Director of that firm, having been elected 
to those positions December, 1946, when 
Justowriter became a subsidiary of Com- 
mercial Controls. 





MR. TRAINOR 


JAMEs E. M. Brown, holder of certif- 
icate number 484 in the Controllers In- 
stitute, is now associated with Colonel 
Andrew Stewart of Haskins & Sells on a 
special assignment for the Commission 
on Organization of the Executive Branch 
of the government, of which Ex-President 
Herbert Hoover is Chairman. Mr. Brown 
was formerly Chief of the Defense Plants 
Branch, Reconstruction Finance Corpora- 
tion, and before that a chief examiner on 
the staff of the Federal Power Commis- 
sion. 

T. F. Boypb, JR., was recently elected 
Controller, Continental Oil Co., New 
York. At the same time, SERGE B. JURE- 
NEV was named Secretary and Treasurer. 


EDWARD M. KARRMANN, Treasurer and 
Controller of the American United Life 
Insurance Company, Indianapolis, and a 
past president of the Indianapolis Control 
of the Controllers Institute of America, 
recently addressed a meeting of Life Un- 
derwriters, in Steubenville, Ohio, on the 
subject of “Bringing Your Company’s Fi- 
nancial Statement to Life.’”’ Mr. Karrmann 
is a past president of the Insurance Ac- 
counting and Statistical Association. 
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GeEorGE W. SCHWARZ, formerly Con. 
troller of Wyandotte Chemicals Corpo. 
ration, Wyandotte, Mich., is now Vice. 
President and Controller of his company, 
Mr. Schwarz is a member of the Control. 
lers Institute. 


GeorcE D. EL.Is, holder of certificate 
number 235 in the Controllers Institute, 
has been elected Vice-President in addj- 
tion to his present position as Controller 
of Combustion Engineering Co., Inc., New 
York. IRVING B. SwIGART was elected 
Secretary and Assistant Treasurer. 


RussELL M. BRAUND, formerly Assist. 
ant Comptroller, has been appointed 
Comptroller of American Steel & Wire 
Company, Cleveland, succeeding M. W. 
FIELD, deceased. JOHN W. JORDAN has 
been named Assistant Comptroller. 


GeorcE E. Baskie, holder of certificate 
1031 of the Controllers Institute, who 
was recently elected Treasurer of the 
American Optical Company, Southbridge, 
Mass., was honored by members of the 
Worcester (Mass.) Area Group of the 
Controllers Institute when ‘‘Baskie Day” 
was celebrated on June 9 at the Worcester 
Country Club. Mr. Baskie previously held 
the position of Comptroller of American 
Optical Company. 


G. L. Horst, a member of the Con- 
trollers Institute of America, has’ been 
elected a Vice- 
President of 
Central Grey- 
hound Lines 
and affiliated 
companies, and 
will continue to 
hold his office as 
Comptroller of 
Central Grey- 
hound Lines, 
Cleveland. Mr. 
Horst was named 
Comptroller of 
Central Grey- 
hound group in 1935, following service 
with the Lines in Kansas City and Chicago. 


GeorGE. L. PALMER, Treasurer of 
Willys-Overland Motors, Toledo, and a 
member of Controllers Institute of 
America, spoke on “The Importance of 
Operating Statements for Management’ 
at a recent meeting of the Columbus 
Chapter of the National Association of 
Cost Accountants. 


ALLAN W. WALTER has been ap- 
pointed Financial Vice-President of the 
Liquid Carbonic Corporation. Mr. Wal- 
ter, a member of the Controllers Institute 
of America, had been serving the Magna- 
vox Corporation where he acted in a con- 
sulting capacity. He will make his head- 
quarters in Chicago. 


Cleveland News 
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R. B. KNoTT, a member of the Con- 
trollers Institute of America, is now serv- 
ing as Comptroller of Fibreboard Products, 
Inc., San Fran- 
cisco. Mr. Knott 
was formerly as- 
sociated with 
McKinsey & 
Company, at 
their San Fran- 
cisco office, as 
a specialist in 
management 
controls. Prior 
to joining Mc- 
Kinsey & Com- 
pany, he was 
Controller of The International Minerals 
and Chemicals Corporation. An article by 
Mr. Knott, ‘Responsibility Accounting,” 
appeared in the August, 1946, issue of 
THE CONTROLLER. 





MR. KNOTT 


B. B. BROMBERG, formerly Controller 
of Kessler’s, Birmingham, Ala., recently 
joined The Sample, Inc., Buffalo, N. Y., 
as Controller. Mr. Bromberg holds mem- 
bership certificate 300 in the Controllers 
Institute of America by virtue of election 
in March, 1934. 


C. F. HERRMEYER, a member of the 
Controllers Institute of America, now 
holds the position of Treasurer of Harry 
Ferguson, Inc., Detroit. Mr. Herrmeyer, 
previously held the title of Controller of 
the company. 


Lucius E. ROBERTSON, formerly Di- 
rector and Vice-President in charge of 
Finance of Strickland Furniture Company, 
High Point, N. C., has become associated 
with Newtex Steamship Corporation, 
New York, as Controller. Mr. Robertson 
is a member of the Controllers Institute 
of America. 


ROLLAND F. WHISLER, Controller of 
Sheffield Corporation and a past president 
of the Dayton Control of the Controllers 
Institute of America, recently addressed 
the Dayton Chapter of the National As- 
sociation of Cost Accountants on ‘Some 
Problems in Job Costing.” 


ERNEST J. JOHNSON, a member of 
the Controllers Institute and the American 
Institute of Accountants, recently resigned 
as Treasurer and Controller of Plastic 
Manufacturers, Inc., Stamford, Conn., to 
open a public accounting office in New 
London, Conn. 


Four members of the Controllers Insti- 
tute were recently elected Vice-Presidents 
of the National Association of Cost Ac- 
countants at the recent annual meeting of 
the Association held in New York. They 
are: 

Epwarp J. HANLEY, Vice-President & 
Secretary-Treasurer, Allegheny Ludlum 
Steel Corporation, Brackenridge, Pa.; 














Discussing the successful outcome of the Philadelphia Accounting Forum, held May 
7 at Drexel Institute of Technology, Philadelphia, are left to right Robert G. Bloom, 
a member of The Controllers Institute and Controller of Lukens Steel Company; Allen 
L. Fowler, of Day & Zimmerman, Inc., and President of the Philadelphia Control, Con- 
trollers Institute of America; and Dr. James Creese, Drexel president. 


WILLIAM B. McCLoskKEY, Controller, The 
Davidson Chemical Corporation, Balti- 
more, Md.; Harry C. McCLusKEY, 
Executive Vice-President, Kellogg Switch- 
board Supply Company, Chicago; and 
HERMAN A. PAPENFOTH, Chief Account- 
ant, The Trumbull Electric Mfg. Co., 
Plainville, Conn. 


Election of HUGH L. PATCH as Vice- 
President in charge of accounting of The 
Standard Oil Company, Cleveland, Ohio, 
and of RALPH A. 
MARTIN as Con- 
troller of the 
company was re- 
cently announced 
by W. T. Holli- 
day, President of 
Sohio, following 
a meeting of the 
Company’s board 
of directors. 

Mr. Patch is a 
native of Cleve- 
land and joined 
Sohio in March 
of 1931 as an ac- 
countant. He has 
been Controller 
of the company 
since March, 
1941. Holder of 
certificate 663 
in the Control- 
lers Institute of 
America, he was 
elected to mem- 
bership in The 
Institute in 
March, 1936. He 
is also a member of the Ohio Society of 
Certified Public Accountants and the 
American Institute of Accountants. He is 
chairman of the Finance and Accounting 
Committee for Region II of the American 
Petroleum Institute. 

Mr. Martin has been Assistant Con- 
troller of Sohio, which he joined in 1931 


MR. PATCH 
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when Refiners, Inc., was consolidated with 
Sohio. In 1943, he succeeded Carl F. Jor- 
dan as Manager of the budget department 
and became Assistant Controller in 1945. 
Mr. Martin is a member of the Control- 
lers Institute, the American Institute of 
Accountants and the Ohio Society of Cer- 
tified Public Accountants. 


COLONEL HERBERT A. GIDNEY, previ- 
ously Vice-President and Controller of 
Gulf Oil Corporation, Pittsburgh, has 
been named an 
Executive Vice- 
President of the 
corporation. 
Colonel Gidney, 
who has had 28 
years of service 
with Gulf, was 
succeeded as 
Controller by 
W. L. NAYLor, 
formerly Assist- 
ant Controller. 
Both Colonel 
Gidney and Mr. 
Naylor are mem- 
bers of Control- 
lers Institute of 
America. Colo- 
nel Gidney is the 
holder of The 
Institute’ s certifi- 
cate 231 by vir- 
tue of election in 
November, 
1933, and served 
as a vice-presi- 
dent and a di- 
rector of The In- 
stitute for four years beginning in 1934. 

Mr. Naylor, who was elected to mem- 
bership in Jume, 1937, holds certificate 
991. He served as President, in 1943, of 
the Pittsburgh Control of the Controllers 
Institute, as well as Chairman of the Pe- 
troleum Industry Conference during the 
1944 Annual Meeting. 
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“Paging the 


New Books 





CORPORATE DIRECTORS’ HANDBOOK 


THE BOARD OF DIRECTORS AND 
BUSINESS MANAGEMENT. By Mel- 
vin T. Copeland and Andrew R. Tou 1, 
Published by Division of Research, 
Harvard Business School, Boston, 
Mass. $3.25. 

Reviewed by HaRoLp C. STOTT, Presi- 

dent, Elliott-Lewis Electrical Company, 

Philadelphia. 

This work might have been equally as 
well, if not better, titled, “A Handbook 
for Corporation Directors.” It is a splen- 
did analytical case history of the relation- 
ships with and responsibilities of direc- 
tors to themselves, the managements for 
whose actions they are responsible, the 
stockholders who elect them and the 
communities and industries in which they 
serve. 

Professors Copeland and Towl, both 
members of the Harvard Business School 
faculty, have prepared this book against 
their broad background of research in 
the large field of business administration, 
but have directed their particular empha- 
sis to directors as individuals and as a 
group. Their approach to the subject is 
totally objective and is written in large 
measure as a running series of specific 
illustrations which create for the reader a 
well rounded, authoritative analysis of 
the responsibilities of directors, their 
functions under limited powers, their 
motives in accepting or seeking director- 
ships, and especially their place in the 
field of corporate management. 

The presidents of most corporations 
might indeed wish their directors to have 
the helpful guidance of this work. Even 
more significant, the same interested 
presidents could study this analysis with 
considerable advantage for it treats care- 
fully the problems of selecting directors 
as well as the problems of selecting pres- 
idents. The unpleasant tasks which too 
often face directors, the requirements of 
courage, knowledge, capacity for ‘‘dis- 
cerning inquiry’ are fully discussed and 
related to actual research instances. Di- 
rectors’ meetings and programs are con- 
sidered with a view to noting the factors 
which keep able directors active and in- 
terested, and, in contrast, the causes 
which ultimately result in the loss of de- 
sirable and helpful directors. Compensa- 
tion of directors is also reviewed briefly 
in this reasonably comprehensive volume. 

With the possible exception of those 
who might have conducted similar re- 
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search for their personal use and benefit, 
here is an extremely “easy to read” hand- 
book which will prove to be of genuine 
interest and assistance to corporation of- 
ficers, directors and stockholders. For 
those in places of government and com- 
munity responsibilities, it will present a 
broad but wholly descriptive picture of 
the place of directors in American busi- 
ness. Controllers will find specific aid in 
a reading of this study. All who read it 
will enjoy its pleasant and easy style. 


AN ACCOUNTING TEXT 


ADVANCED ACCOUNTING. By E. J. 
» Fyeld and L. W. Sheritt. Published by 
The Ronald Press, New York. $4.50. 
Reviewed by C. M. AHEARN, Comp- 
troller, The Colorado Fuel & Iron Cor- 

poration, New York. 


The text “is designed for the use of 
undergraduates in their fourth semester 
of accounting instruction’’ and as such 
follows the general pattern of collegiate 
accounting books by topical treatments of 
certain financial situations and corporate 
problems. The book approaches all prob- 
lems from the viewpoint of a student 
rather than a practicing businessman. 

While the authors have not indicated 
any divisions, the text naturally is divisi- 
ble into three sections. The first, in five 
chapters, discusses the accounting princi- 
ples applicable to installment sales, con- 
signments, and branch and agency ac- 
counting, both domestic and foreign. The 
second section, consisting of six chapters, 
treats problems of consolidations and pro- 
ceeds from examples of general princi- 
ples through a discussion on the carrying 
value of investments, intercompany trans- 
actions such as receivables, bond issues, 
etc., and special problems involved in 
mutual stockholdings. The final part il- 
lustrates the statement of affairs and re- 
ceivership accounting, concluding with a 
21-page discussion of corporate reorgani- 
zations. 

The early chapters present the usual 
applications on the special topics noted 
previously. However, many accountants 
will take issues with the suggestion that 
deferred profits on uncollected install- 
ment sales be set up in the surplus sec- 
tion of the balance sheet. The presenta- 
tion of consignment, and branch and 
agency accounting has been confined 
mostly to the ledger entries on the vari- 
ous books. Only a few unemphasized re- 
marks hint at the corporate work that 
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precedes the ledger entries. The subject 
of foreign branches and foreign agencies 
again follows the standard course of treat- 
ment. The authors could have empha- 
sized the present day difficulties which 
are due to government restrictions. 

The section on consolidated statements 
is an elaborate presentation of the to 
financial aspects of consolidation. Rather 
exhaustively the authors proceed from 
the simple parent and subsidiary prob- 
lems to the complicated mutual holdings 
problems. In all, 146 pages are devoted 
to this subject. 

Nothing exceptional is contained ip 
the presentation of the statement of af- 
fairs and receivership principles. 

The chapter on corporate reorganiza- 
tions contains extracts from actual situa. 
tions. The appendix to the last chapter 
gives the text of the reorganization pro- 
ceedings of the Penn Timber Company. 


General comments: 

At present the majority of accounting 
textbooks that are in use are prepared for 
the most part for the purpose of helping 
the student pass the examination for the 
Certified Public Accountant Certificate. In 
the text, under review, constant reference 
is made to the C.P.A. Board approaches 
on specific problems, thereby probably in- 
stilling in the student the belief that the 
primary purpose of accounting is to pass 
a professional examination rather than 
service management through corporate 
record keeping and analysis. 

The topical method of presenting sub. 
jects is followed in most accounting texts 
and a minimum of attention is given to 
the necessary analysis work required for 
record construction, record summarization 
and interpretation before top financial 
statements can be considered. The stu- 
dent texts emphasize in all instances the 
debit and credit principles and their ap- 
pearance on the financial statements. It 
would seem a welcome change if texts 
would go into some of the corporate man- 
agement principles involved before the 
entry is even considered. Some texts 
eventually will give extended treatment to 
a presently neglected subject which is ex: 
tremely important in corporate manage- 
ment; namely, insurance accounting. 

This book is very well organized. In 
each discussion the terms are first defined, 
the applicable legal problems are dis- 
cussed and explained and are followed by 
the general principles involved with com- 
ments on the difficulties encountered. The 
authors also illustrate by means of copi- 
ous examples the principles involved in 
the solution of the problems. The illus- 
trations themselves are very clearly put 
forth and are easily followed. 


17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 
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TAXATION 


NEW YORK UNIVERSITY SIXTH 
ANNUAL INSTITUTE ON FED- 
ERAL TAXATION. Published by 
New York University, New York. 
$20.00. 


SEIDMAN’S LEGISLATIVE HISTORY 
OF EXCESS PROFITS TAX LAWS 
1946-1917. By J. S. Sezdman. Pub- 
lished by Prentice-Hall, Inc. $15.00. 


LASSER’S BUSINESS TAX GUIDE, 
Second Edition. By J. K. Lasser, Pub- 
lished by Simon Schuster, New York. 
$3.00. 


RETAILERS MANUAL OF TAXES 
AND REGULATIONS, 1948 Edition. 
Published by Institute of Distribution, 
Inc., New York. $7.50. 


TAXATION FOR PROSPERITY. By 
Randolph E. Paul. Published by Bobbs- 
Merrill Company, Indianapolis. $4.00. 
The New York University S7xth An- 

nual Institute on Federal Taxation was 
held in New York City, November 12-21, 
1947. This volume contains papers de- 
livered at the sessions and presents the 
important present-day problems of fed- 
eral taxation as discussed by a distin- 
guished group of lawyers and account- 
ants who are acknowledged authorities on 
specific phases of taxation. 

“Seidman’s Legislative History of Ex- 
cess Profit Tax Laws’’ presents a compact 
yet comprehensive one-volume treatment 
of the legislative history of our federal 
excess profits tax laws. By a careful proc- 
ess of selection, the statutory provisions 
have been confined to essential, substan- 
tive items, and the wording of even those 
items has been set forth only to the ex- 
tent required by their legislative history. 

The second edition of Lasser’s “Bws7- 
ness Tax Guide’ contains practical ideas 
for running your business “Taxwise,” 
and a complete guide to business oper- 
ation and taxes. 

The “Retailers Manual of Taxes and 
Regulation’ is a compendium in tabular 
form of data on the various state and fed- 
eral tax and regulatory laws which affect 
retail merchants. The 1948 edition is even 
more comprehensive than the previous 
edition and contains a great deal of data 
not heretofore covered. 

Mr. Paul’s “Taxation for Prosperity’ is 
the American tax story. Covering more 
than fifty years of taxation—1894 to 
1947—it illuminates the role of taxes in 
our national economy and shows how 
taxes can either retard or speed us along 
the road to prosperity. 


Finance Conference Held 
The Municipal Finance Officers Associ- 
ation of the United States and Canada 
held its 1948 Conference in the Cosmo- 
Sg Hotel, Denver, Colorado, June 
-10. 


W-2 Form, Being Abolished After "48, 
To Be Replaced by Revised 1040-A 


The “simplified” withholding tax form 
which millions of wage-earners have been 
using to file their federal income tax re- 
turns will be abolished after this year. It 
is too confusing, according to the Treas- 
uty. 

The Treasury said recently that four 
years of experimenting with W-2 have 
shown that it has “caused much confu- 
sion.” Most of this arose, it explained, 
from the fact that so many wage-earners 
worked for more than one employer and 
had difficulty deciding how to fill out 
the forms. 

Instead of W-2, the so-called “short 
form’’ income tax blank 1040-A will be 
revised and simplified to incorporate the 


- For ‘a. Pe Thanks 


The 100 per cent Federal tax on brass 
knuckles, imposed in 1919, was repealed 
in 1924. The Federal tax of $100 per year 
on riding academies and the $20 per year 
tax on shooting galleries, collected for 
seven years, were repealed in 1926, re- 
ports Tax Foundation. The U. S. got its 
first umbrella tax in 1814; the rate from 
1919 through 1922 was 10 per cent on 
retail price of umbrellas sold for $4 or 
more retail; but they've been tax-free 
since 1922. 


present good features of W-2 and elimi- 
nate its defects, the Treasury said. 

It will be available beginning next year 
for withholding taxpayers to use. W-2 
will be continued merely as a receipt from 
the employer for wages withheld. 

John W. Snyder, Secretary of the Treas- 
ury, said that “every effort will be made” 
to simplify the language and minimize 
the number of questions that taxpayers 
will have to answer in the new “‘short 
form.” He said the new system should 
make things easier for both taxpayer and 
Treasury. 


U.S. Population 144 Million 


The United States, with a population 
exceeding 144 million, has already “as 
many people as was expected two years 
from now,” according to an analysis of 
the effects of population trends just com- 
pleted by the National Industrial Con- 
ference Board. The present population 
boom may give the United States a bonus 
of from 10 to 25 million people in the 
year 1990. The most recent surge of 
growth has been “of such magnitude” 
that an estimate of the 1947 population 
made slightly more than a year ago by the 
Bureau of the Census fell two million 
short of the current estimate. 
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Positions 


Open—W anted 





Each employer and each advertiser 
listed in this magazine is individually re- 
sponsible for determining the value of the 
person available or of the position open. 


—The Editors. 


Position Open 
Accountant-Auditor 

Man wanted as accounting executive to 
work in Spanish-American country. Must 
have sound accounting background and 
good working knowledge of Spanish. Sal- 
ary $5,000 up, depending upon record 
and qualifications. Give full details in re- 
plying. Address: Box 821, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Positions Wanted 


Controller—Executive Accountant 

Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller 


Certified Public Accountant with sub- 
stantial experience in public accounting 
and major executive capacities in manu- 
facturing and finance is available. Can 





COMPTROLLER 


For medium size, progressive and alert 
Organization desiring an aggressive, tact- 
ful, and experienced man to control finances 
and accounting procedures. 

Give full particulars as to education, 
background, experience, and salary ex- 
pected. Reply Box 811, The CONTROL- 
LER, One East 42nd St., New York 17, N. Y. 











assume full responsibility and assist 
management in interpreting statements 
improving system and developing person- 
nel. Highest references available of past 
accomplishments. Will consider salary of 
$12,000 to $15,000 if opportunities exist 
for development. Address: Box 812, 
THE CONTROLLER, One East Forty-sec- 
ond Street, New York 17, N. Y. 


Controller—Executive Accountant 

Executive accountant offers many years 
of industrial experience in executive ca- 
pacity, functioning as-part of top man- 
agement group with multiplant operations. 
Practical experience includes organiza- 
tional and account planning ; development 
of inventory controls and cost reduction 
programs; developing, analyzing and in- 
terpreting costs and budgets; general 
accounting, taxes, procedures, insur- 
ance and the preparation of financial 
statements, operating reports and surveys. 
Member of Controllers Institute. Age 43, 
married, three dependents. Address: Box 
813, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Administrator—Executive Accountant 

Twenty-five years’ experience in man- 
agement and coordination of manufac- 
turing and marketing programs. Formerly 
vice-president of medium-sized company 
operating on national scale. Capable of 
instituting and developing complete pro- 
grams, coordinating producing depart- 
ments and training employees. Thoroughly 
familiar with general and cost account- 
ing, production control and planning. 
Seeks permanent connection with concern 
in Metropolitan New York area. Cur- 
rently employed. Age 49—married—own 
home. Address: Box 815, THE CONTROL- 
LER, One East Forty-second Street, New 
York 17..N: Y. 


Controller—Executive Accountant 

Certified Public Accountant with eight 
years experience as controller in manufac- 
turing and 12 years heavy public account- 
ing as senior partner in firm of CPAs de- 
sires position as controller or comparable 
position. Practical experience includes fi- 
nancing bond and stock issues, organizing 
planning, manufacturing expansion. Sal- 
ary requirements modest. Address: Box 
816, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Tax Accountant—Executive 
Twenty years experience as Internal 
Revenue Agent, tax accountant, auditor, 
and office manager for large corporations 
and firms of Certified Public Accountants 
desires new connection. Salary moderate. 
Address: Box 817, THE CONTROLLER, 
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One East Forty-second Street, New York 
17, NoY. 


Treasurer—Controller 

A presently employed financial execu. 
tive, with comprehensive background and 
experience in industrial accounting and 
finance, wishes new connection. Age 40. 
B.S. degree. Certified Public Accountant, 
Salary $18,000. Address: Box 818, Tue 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Treasurer—Controller or Assistant 


Now employed as assistant treasurer 
and controller of medium size manufac. 
turing concern. Previous experience in- 
cludes five years as senior with national 
firm of certified public accountants and 
several years with large eastern railroad, 
Capable and desirous of assuming heavy 
responsibility both as to details and policy, 
Successful record of reorganizing and co- 
ordinating general and cost accounting de- 
partments. Three years of law school after 
accounting and business degrees in college, 
Will consider any location but prefer 
southern coast or western coast. Minimum 
salary $8,000. Age 38, married, two chil- 
dren. Available on short notice, interview 
anytime at any place. Good reasons for 
wishing to change. Address: Box 819, 
THE CONTROLLER, One East Forty-Sec- 
ond Street, New York 17, N. Y. 


Controller or Assistant to President 


Member of the Controllers Institute. A 
resourceful and conscientious executive, 
qualified by ability and 19 years of experi- 
ence to plan, direct and execute responsi- 
bilities. Heavy experience in accounting 
systems and procedures, costs, budgets, 
finances, credits, taxes, reorganizations, 
management and personnel organization. 
College graduate, married, age 43, excel- 
lent health. Can furnish highest refer- 
ences. Minimum salary $10,000. Address: 
Box 820 THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Controller-Treasurer-Executive 

A member of the Controllers Institute 
of America with thoroughly qualified 
educational background and business ex- 
perience in finance, accounting and man- 
agement offers his services as chief f- 
nancial officer or in a responsible execu- 
tive capacity. Successful experience of last 
20 years includes financial and organiza- 
tional planning, all phases of general ac- 
counting and auditing, costs and budgets, 
systems and procedures, investigations, 
cost reduction programs, executive fe 
ports, taxes, imsurance, retirement pfo- 
grams, corporate secretarial duties, office 
and real estate management. Presently 
employed. Age 49. Married. College 
graduate. Salary open. Address: Box 822, 
THE CONTROLLER, One East Forty-Sec- 
ond Street, New York 17, N. Y. 
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Controller—Executive Accountant 


A member of the Controllers Institute 
of America desires to make a change. He 
has had 25 years top management experi- 
ence as controller, chief cost and general 
accountant, and office manager, and has 
had heavy industrial public accounting ex- 
erience. His experience includes design 
and installation of general accounting 
systems and methods, standard costs, bud- 
gets, production planning and control, in- 
ventories, taxes and general financial or- 
ganization. College trained, 45 years old, 
married, three dependents. Available im- 
mediately at a moderate salary. Address: 
Box 823 THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Top-Notch Controller Available 

Who can floodlight the path of man- 
agement with facts to gauge performance, 
facts from which policies can be deter- 
mined, facts as a basis for capital invest- 
ment, facts for short and long-range plan- 
ning, and who can interpret those facts ? 
He has more than a knowledge of ac- 
counting, knows costs and manufacturing 
methods, and has had sales management 
experience. As a controller, he has been 
responsible for labor relations, personnel 
work, purchasing, traffic, taxes, legal and 
insurance matters. He has organizing abil- 
ity, initiative, personality. Now in New 
York State but will relocate anywhere. 
Address: Box 824, THE CONTROLLER, 
One East Forty-Second Street, New York 
NOY. 


Controller—Assistant Controller 

Thoroughly trained and competent 
public accountant invites inquiries con- 
cerning employment in industry as con- 
troller or assistant controller, depending 
upon the size of the concern. Present sal- 
aty $12,000. Address: Box 825, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 


Chief Accountant 

Considerable experience in accounting 
acquired through nine years of public ac- 
counting practice, the past year in an ex- 
ecutive capacity in private industry. Also, 
several years of banking experience. De- 
sites a position where full capabilities will 
be demanded and used by management. 
Salary requirements are $7,000. Address: 
Box 826, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Los Angeles Area Only 

Accountant, age 39 with following ex- 
petience: motion: picture studio assistant 
auditor, chemical manufacturer internal 
audit, auditor and chief accountant gov- 
etnment prime contractor, oil budgets, Gic. 
Would appreciate interview from inter- 
ested accounting officers. Telephone Syca- 
Mote 6-8615 or write Box 827, THE 
CONTROLLER, One East Forty-second 
Street, New York 17, N. Y. 








Glenn P. Smith 


Glenn P. Smith, 47, who was holder of 
membership certificate 10 in the Control- 
lers Institute of America by virtue of elec- 
tion in December, 1931, and one of The 
Institute’s organizers, died on June 3, 
1948, and was buried in Emporia, Kansas, 
four days later. Mr. Smith had been in ill 
health for some time prior to his death. 

Assistant Director of the Corporation 
Audits Division of the General Account- 
ing Office, Washington, D. C., from 1946 
until his death, Mr. Smith had previously 
been associated with the United Hosiery 
Mills Corporation at Knoxville, Tenn. Be- 
fore joining United Hosiery Mills, he 
served the Tennessee Valley Authority in 
its finance division at Knoxville and at 
Chattanooga for a number of years. While 





in Chattanooga, he held the office of Presi- 
dent of the Chattanooga Control of the 
Controllers Institute for the 1943-44 year. 
Mr. Smith was Division Controller of 
American Airways, Inc., St. Louis, at the 
time he applied for membership in The 
Institute, in 1931. Prior to this connec- 
tion, he held positions with Universal 
Aviation Corporation and subsidiaries, St. 
Louis; with Interstate Airlines, Inc., 
Evansville; and with United Aviation 
Corporation and subsidiaries, Chicago. 
Beginning his business career in 1923 
as a public accountant with Lawrence 
Scudder & Company, Chicago, he re- 
signed a year later to become Assistant 


Tee Conregssee........... 


FOREIGN EMPLOYMENT 
Saudi Arabia 


(Railroad ) 


CHIEF ACCOUNTANT 

OR COMPTROLLER 
Must have three to five years su- 
pervisory experience in railway 
accounting and working knowl- 
edge of stores and purchasing 
functions. Thoroughly qualified 
in tariffs. Passenger and freight 
rates. 


MECHANICAL FOREMAN 
Five or six years experience as 
railway machinist with at least 
two or three years in capacity of 
mechanical supervisor. Must be 
fully acquainted with both steam 
and diesel operation. 

eo 
If seriously interested, apply by 


letter. Giving complete employ- 
ment and personal history. 


ARABIAN AMERICAN OIL CO. 


200 BUSH STREET DEPT. “C” 
SAN FRANCISO, CALIFORNIA 











General Auditor with Community Power 
and Light Company and subsidiaries, St. 
Louis. Eight months later, he accepted the 
position as Auditor, Purchasing Agent 
and Credit Manager of The Club Alumi- 
num Company, Chicago. 

A graduate of the College of Emporia, 
in Emporia, Kansas, Mr. Smith also at- 
tended Northwestern University, Chicago. 
He was a native of Beaumont, Kansas. 


17TH ANNUAL MEETING 
Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 
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G. W. Schroedel Elected Columbus President, 
H. F. Harrington Presents Charter 


Final organization of the Columbus 
Control of the Institute was completed on 
May 27 at a meeting in the Fort Hayes 
Hotel, Columbus, when the charter, 
granted to the 
Control by the 
national direc- 
tors of the Con- 
trollers Institute, 
was presented by 
H. F. HARRING- 
TON, Vice-Presi- 
dent, Boatmen’s 
National Bank of 
St. Louis. Mr. 
Harrington is 
Vice-President of 
the Mid-west 
Central Region of the Institute, in which 
the Columbus Control is included. 

Messages of congratulations to the new 
Control were read at the May 27 meeting 
from LisLE W. ADKINS, President of the 
Cincinnati Control and Controller of the 
Crosley Division of Avco Manufacturing 
Corporation, Cincinnati; and PHILIP W. 
Scott, a Director of the Eastern Lakes 
Region of the Institute and Secretary- 
Treasurer of The Bryant Heater Company, 
Cleveland. Harvey M. KELLEY, Assistant 
Secretary of the Institute, represented na- 
tional headquarters. 

GORDON W. SCHROEDEL, Treasurer- 
Controller, In- 
ternational Der- 
rick & Equip- 
ment Company, 
Columbus, was 
elected President 
of the new Con- 
trol. Mr. Schroe- 
del had been 
serving as tem- 
porary chairman 
during the or- 
ganizational pe- 
riod. 

Other officers elected at the meeting in- 
cluded the following: 

First Vice-President, U. D. RANKIN, 
Consulting Controller and Accountant, 
Columbus; Second Vice-President, B. F. 
CUTLER, Treasurer, The McBee Com- 
pany, Athens, Ohio; Secretary, GEORGE 
L. WILLIAMS, Treasurer, Shawnee Pot- 
tery Company, Zanesville, Ohio; and 


— 





MR. HARRINGTON 





MR. SCHROEDEL 
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Treasurer, B. J. MERTZz, Controller, The 
Buckeye Union Casualty Company, Co- 
lumbus. 

Directors of the new Control are 
JAMES E. Brown, Treasurer, Cooper- 
Bessemer Corporation, Mount Vernon, 
Ohio; C. E. Conaway, Auditor-Control- 
ler, Shoe Corporation of America, Co- 
lumbus; CHARLES A. KUNTZ, Controller, 
Ohio State University, Columbus; JOHN 
A. LAWLER, Controller, Curtiss-Wright 
Corporation, Columbus; and KENNETH 
ROBERTS, Controller, Huber Manufactur- 
ing Company, Marion, Ohio. 

Another meeting of the Columbus Con- 
trol was scheduled for June 17 at which 
Leo Donovan, Vice-President, City Na- 
tional Bank and Trust Company, Co- 
lumbus, discussed ‘Financial Statements 
from the Viewpoint of a Banker.” 

At the organizational meeting, which 
was attended by 30 persons, there were 
present 13 active members, one applicant 
for membership, two associate members 
and 16 guests. 

Among the guests were the following: 

PauL E. SHRoapDs, President of the 
Pittsburgh Control and Assistant Treas- 
urer, National Steel Corporation; RICH- 


ARD L. BRUMMAGE, President of the 
Cleveland Control and Controller of 
Dresser Industries, Inc.; EUGENE P. 
HEILES, President of the Toledo Contro] 
and Controller, Surface Combustion Cor. 
poration; and LEONARD J. ERTEL, Presj- 
dent of the Dayton Control and Secretary. 
Treasurer of Standard Register Company, 

Mr. Ertel was accompanied by six mem. 
bers of the Dayton Control: J. VAN Kirx 
CoLLey, Comptroller, The Dayton Power 
& Light Company; F. J. DONAGHY, The 
Duriron Company, Inc.; F. O. GRassHog, 
Secretary-Comptroller, The Journal-Herald 
Publishing Company; E. D. Marvin, 
Secretary-Treasurer, Wood Shovel & Tool 
Company, Piqua, Ohio; WARREN Wes. 
STER, Secretary, The Joyce-Cridland Com- 
pany; and R. F. WHISTLER, Comptroller, 
Sheffield Corporation. 

In addition to Messrs. Brown, Conaway, 
Cutter, Kuntz, Lawler, Mertz, Rankin, 
Roberts, Schroedel, and Williams, the 
Control’s membership as of May 27 was 
as follows: 

W. E. BisHop, Universal Concrete Pipe 
Company; E. S. Bupp, The Cooper-Besse- 
mer Corporation, Mt. Vernon, Ohio; 
CHARLES P. CLARK, The Julian & Ko- 
kenge Company; A. M. GLover, Battelle 
Memorial Institute; JOHN E. KELTNER, 
Farm Bureau Insurance Companies of 
Ohio; MEL J. SHAW, The American Pad 
& Textile Company, Greenfield, Ohio; 
B. VERSON, Shellmar Products Corpora- 
tion, Mt. Vernon, Ohio; and W. E. 
West, Farm Insurance Bureau Company. 
Professors HERMANN C. MILLER and 
R. S. Wittcox, Ohio State University, 
are associate members. 


“Charter Night” Held by Fort Wayne Control 


Organization of a local Control of the 
Controllers Institute, centered in Fort 
Wayne, Indiana, and covering the North- 
eastern Indiana territory, was advanced at 
a special meeting on May 19, in Fort 
Wayne, at which a petition for a charter 
was signed by 19 members and prospec- 
tive members. 

PAUL HAASE, Assistant Managing Di- 
rector of the Controllers Institute, repre- 
sented nationai headquarters at the meet- 
ing. Mr. Haase had likewise met with the 
organizing committee on April 22 to dis- 
cuss the preliminary plans for the Con- 
trol’s organization. 

The first official meeting-of the new 
group was called for June 24 in Fort 
Wayne at which time presentation of the 
Control’s charter was scheduled. 

At the organizational meeting in May, 
ROBERT L. Carson, Controller, Messen- 
ger Corporation, Auburn, Ind., was 
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elected temporary chairman and G. P. 
SCHEELE, Auditor and Assistant Secre- 
tary, Bowser, Inc., Fort Wayne, was named 
temporary secretary. 

Those in attendance at the May meet- 


ing, in addition to Messrs. Carson, 
Scheele and Haase, included the follow- 
ing: 


J. P. Cains, American Rock Wool 
Corp., Wabash, Ind.; R. L. DILLon, In- 
ternational Detrola Corp., Elkhart, Ind.; 
R. L. Grant, Miles Laboratories, Inc., 
Elkhart, Ind.; A. J. LAUuER, Berghoft 
Brewing Corp., Fort Wayne; H. J. MAM- 
MOSER, Tokheim Oil Tank & Pump Co., 
Fort Wayne; A. G. NELSON, Horton 
Manufacturing Co., Fort Wayne; M. A. 
NELSON, Sheller Manufacturing Corp., 
Portland, Ind.; E. R. ONG, Buescher 
Band Instrument Co., Elkhart, Ind. 

Also, JAMES P. ORCHARD, Bowser, Inc., 
Fort Wayne; J. M. Rep, Penn Electric 
Switch Co., Goshen, Ind.; J. S. STUR- 
GEON, Magnavox Co., Fort Wayne; H. 
TALBOTT, Wayne Knitting Mills, Fort 
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Wayne, and E. A. ZERN, Ervin A. Zern 
& Associates, Fort Wayne. 

In addition to those named above, the 
charter petition was signed by the follow- 
ing who were not able to be in attendance 
at the May meeting: 


Accounting’s Role 


RICHARD N. ALLEN, Central Soya 
Company, Inc., Fort Wayne; E. VIRGIL 
NorFLEET, The Caswell-Runyan Com- 
pany, Huntington, Ind.; R. W. Boyp, 
The Wayne Pump Company; E. L. Ricu, 
Fort Wayne Corrugated Paper Company. 


in Industry Today 


Discussed at First Texas Conference 


With some 350 attendants, the first ac- 
counting conference of Texas A & M Col- 
lege conducted a most successful series of 
sessions on May 4-5 when nationally 
known corporation officials, attorneys, 
management counselors and educators dis- 
cussed accounting’s current role in the 
industrial and business worlds. 

Following a message of welcome by 
President Gibb Gilchrist of the Agricul- 
tural and Mechanical College of Texas, 
the keynote of the meeting was sounded 
by J. R. Mulvey, Assistant Comptroller of 
the Humble Oil & Refining Company, 
Houston. Mr. Mulvey, a National Direc- 
tor of the Controllers Institute of America, 
pointed out the conference objectives: 


1. To place accounting on a higher 
level in business and in the eyes of 
the public. 

. To make accounting in fact a tool 
of management. 

3. To raise the standards of perform- 
ance of the profession so that it 
will be able to serve the expanding 
needs of business and society. 

4. To promote cooperation, unity of 
effort, and interchange of ideas 
among the various accounting or- 
ganizations. 


nN 


Robert G. Dunlop, President of Sun 
Oil Company, Philadelphia, and a mem- 
ber of the Controllers Institute, empha- 
sized the need for the accountant to sit at 
management’s table and described the 
functions he must perform and the calibre 
of performance he must attain to do so. 

A concrete plan for the achievement of 
unity of the accounting profession and 
for joint development, by all of the na- 
tional accounting organizations, of a uni- 
form body of accounting principles was 
offered by Gay Carroll, Controller of 
Humble Oil and Refining Company, who 
is a member of the Controllers Institute. 

Daniel M. Sheehan, Vice-President and 
Controller, Monsanto Chemical Company, 
St. Louis, and a past vice-president of the 
Controllers Institute, then drew a picture 
of an accounting system in action, func- 
tioning as a precise tool of management, 
in his discussion of operating reports, 
their preparation and use. To this picture 
was added a commentary by H. T. Mc- 
Anly, Partner of Ernst and Ernst, Chi- 
€ago, upon the techniques and practical 
application of budgetary and cost control. 


Some timely suggestions upon how to 
prepare accountants for the profession 
and how to raise their standards of indi- 
vidual performance were offered by Ray- 
mond G. Ankers, of Lybrand, Ross 
Brothers and Montgomery, New York, 
and Mason Smith, Partner of A. T. Kear- 
ney and Company, Chicago. Both speak- 
ers emphasized the need for an improve- 
ment in the ability of accountants to use 
the English language. Mr. Ankers sug- 
gested that the universities attempt to 
equip students with a more practical ap- 
proach to auditing, while Mr. Smith 
stressed the importance of developing a 
broader range of experience and view- 
point among industrial accountants. 

Current trends in reporting practices 
were discussed by Earle C. King, Chief 
Accountant of the Securities-Exchange 
Commission, Washington, D. C. The 
problems facing industry and the account- 
ing profession, as reflected in these re- 
porting practices, were discussed by Her- 
bert F. Taggart, Assistant Dean of the 
School of Business Administration, Uni- 
versity of Michigan, Ann Arbor, who out- 
lined the steps that are being taken by the 
Committee on Accounting Procedures of 
the American Institute of Accountants in 
an attempt to cope with problems. Profes- 
sor Taggart is an associate member of the 
Controllers Institute. 

The conference was brought to a close 
with a word of appreciation to speakers 
and attendants from T. W. Leland, Head 
of the Department of Business and Ac- 
counting, A & M College of Texas, who 
expressed his hope that future meetings 
will be as successful as the initial parley. 


Buffalo Tri-Control Meeting 
Hears Jarchow, Mitchell 

The annual tri-Control meeting of the 
Buffalo, Rochester and Syracuse Controls 
was held on June 4 at the Wanakah Golf 
and Country Club, Buffalo, N. Y., under 
the auspices of the Buffalo Control. In 
addition to an afternoon of sporting and 
recreational events, the program featured 
a dinner at which the speakers were the 
Institute’s President, CHRISTIAN E. Jar- 
CHOW, Vice-President and Comptroller, 
International Harvester Company, Chi- 
cago; and WALTER MITCHELL, JR., Man- 
aging Director of Controllers Institute. 
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When your lawn 
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But all your 
OFFICE OVERLOADS.. 


... those, sir, you load on 
OUR shoulders 


OVERLOADS! they’ve ugly, demand- 
ing ways. They stop down a compact, 
efficient accounting or typing depart- 
ment... like an overgrown lawn stops 
all kinds of fun at home. 

They upset office routine, shoulder it 
to one side, smother it... until your de- 
partment completes the OVERLOAD. 

Then, you go back and pick up 
rouline where the emergency stopped 
it...and that’s more turmoil to get 
caught up. . and costly. 

Next time ANY office overload comes 
to your office, just smile and Call 
WORKMAN, and pile the overload on 
our shoulders. You go on with routine. 
We'll give you back fast your emergency 
calculations, or tabulations, or typing 
...and at money savings, when you 
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The nation’s foremost office overload service 
WORKMAN SERVICE, INC. 
CHICAGO 2, Ill., 58 E.Washington St. 
Other office locations: 

New York City © Los Angeles 
Minneapolis ¢ Seattle 
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Depreciation Changes 


(Continued from page 352) 





to understand, will not be helped by a 
method which seems as though the figures 
resulting therefrom reflect more simply a 
history of what has happened or the con- 
dition at any given time.” 

K. (No Company Given) “Replace- 
ment values must be near peak now, so 
why worry too much about this. Costs 
last two years are high and are your 
original cost. No!” 

L. (A Chemical Company) “In the 


writer's opinion unless historical cost is 








Take Your Personal 
Stapler With You 


Carry a Hotchkiss plier stapler with you. 
Fasten related papers together with it 
no matter where you are working. 





Hotchkiss No. 57 Plier Stapler 


Small enough to fit in a vest pocket, this 
stapler is only 534” by 234” and weighs 
but 8 ounces. It holds a strip of 70 
staples. It makes a neat permanent 
clinch that economizes spaces in files 
and holds papers together without com- 
ing apart or catching on other papers. 
Sold by leading stationers all over the 
world. 
Write for literature 


THE E.H. Aotelletsd company 


worRreewat « NNECTICUT 


° ° 
“Pioneers in all thats best in stapling” 
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followed it upsets basic accounting tenets. 
Particular buildings being depreciated cost 
a given figure-and funds were borrowed 
or appropriated for that purpose. When a 
new building is contemplated, that is an- 
other decision and another investment. 
Any other basis can cause confusion since 
it will be based on shifting opinions. It 
may cause argument with the public au- 
ditors and taxing authorities. 

“For purposes of pricing or computing 
statistical costs for competitive bidding, 
etc., a replacement depreciation figure can 
be estimated and used without being re- 
flected on the books of account.”’ 

M. (A Transportation Equipment Com- 
pany) “While costs are high now, there 
is no indication that they will continue 
50 indefinitely. When replacement is nec- 
essary, the reserves which have been pro- 
vided on the original cost basis may be 
sufficient.” 

N. (A Chemical Company) “The de- 
sirability of charging current operations 
with depreciation on replacement values 
is recognized from an economic point 
of view. However from my observation 
all efforts to date toward accomplishing 
this purpose have involved disadvan- 
tages which seem to outweigh benefits.” 


O. (An Institution) “I am becoming 
more and more convinced that for many 
companies it would be sound practice to 
set up a separate fund to accumulate cash 
or its equivalent for the amount of de- 
preciation charged off. This is particularly 
true where replacements are large and oc- 
cur in infrequent intervals. Otherwise 
working capital is inflated, and the money 
is apt to be spent, thus defeating the very 
purpose of depreciation reserves.” 

P. (A Public Accountant) “Not know- 
ing what replacement values will be at 
the time replacement takes places, it is 
safer to use present replacement value. 
Costs of replacements should not go 
much higher, and if they do, I believe 
they will settle down again to some nor- 
mal figure. In view of present uncertain- 
ties in world affairs, it seems prudent to 
recognize replacement values, because op- 
eration of plants by the Government in 
event of war might make it necessary to 
produce facts and figures if stockholders 
are to be reimbursed for use of facilities 
based on value of property used. At any 
rate all prices or costs will never go back 
to pre-war levels.” 

Q. (A Railroad) “It is a more hon- 
est procedure to tell the stockholders 
why it is necessary to withhold from 
dividends an amount sufficient to cover 
replacement costs rather than to cover 
up the additional deduction in depre- 
ciation charges.” 


R. (A Chemical Company) “A real 
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problen exists in respect of the contem. 
plation ,of replacing fixed assets in view 
of present day costs; however, the prob. 
lem is an economic problem rather than 
an accounting problem. While it is gen. 
erally agreed that accounting is not an 
exact science, I believe it should be 
agreed that accounting deals with actuali- 
ties rather than potentialities. The func. 
tion of accounting should be to record 
costs incurred and to allocate such costs 
to operations in an equitable manner. It 
should not be the function of accounting 
to place manipulative values on any in. 
vestments and thus submerge the basic 
financial consideration of acquisition. 

“In the determination of sales prices, 
consideration should be given, wherever 
competitive conditions permit, to the in- 
clusion in the selling price of an amount 
representing the excess of depreciation on 
the basis of replacement value over de- 
preciation on the basis of cost. Suitable 
provision should be made to segregate 
any depreciation so recovered from dis- 
tributable surplus so that such recoveries 
would not be paid out as dividends. These 
two procedures, the increase of selling 
prices and the segregation of distribu- 
table surplus are management functions 
and not accounting problems.” 


S$. (An Electrical Instrument Com- 
pany) “It seems to me that we should 
strive to adhere to the principle that de- 
preciation charges represent merely that 
portion of the original cost charges being 
amortized in conjunction with the current 
operations. In my opinion, the de preci- 
ation reserve does not, at any time, rep- 
resent an accumulation of funds with 
which to make replacement of equipment 
but merely serves to reduce original cost 
to a figure representing the amount of 
cost to be amortized or charged against 
subsequent operating periods. 

“It 1s my opinion that an attempt to 
charge depreciation on replacement value 
causes serious distortions in operating te- 
sults. | do not mean to convey the thought 
that prospective replacement costs should 
not be taken into consideration in estab- 
lishment of selling prices as prudent 
management should consider all of the 


angles including replacement cost of ' 


equipment as well as materials in order 
to make assurance for the possibility of 
its future operations on a successful 
level.” 


T. (A Motor Truck Company) “The 
purpose of depreciation accounting is, 
primarily, to properly and equitably al- 
locate the cost of existing facilities, not 
to provide funds for replacement. Al- 
though replacement values must be con- 
sidered in determining production and 
pricing policies, it is not necessarily true 
that the excess over the actual cost of 
the existing facilities should be cur- 
rently charged to income. In addition, 
current charges would be guesswork.” 
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The problem of making adequate 
provision for the replacement of depre- 
ciating capital assets is among the most 
important now facing business as a result 
of the general rise in prices, according to 
the Guaranty Trust Company of New 
York. In the recent issue of The Guaranty 
Survey, the bank asserts that the rise in 
replacement costs has created a situation 
“which needs to be recognized and dealt 
with by the large majority of industrial 
concerns.” 

“The current practices of business con- 
cerns in dealing with the problem—or 
in not dealing with it—vary widely,” the 





Complements 


Waen you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES | 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 








Rise in Replacement Costs Requires 
Adequate Depreciation Policies 


bank explains. “Some companies have in- 
creased their depreciation charges in rec- 
ognition of higher replacement costs. 
Outstanding among these is the United 
States Steel Corporation, which charged 
off an additional $12,500,000 during the 
first half of this year on the ground that 
the present-day cost of new facilities to 
replace worn-out or obsolete equipment is 
substantially higher than the original costs 
on which normal depreciation rates are 
based. 

“Other concerns, instead of increasing 
their depreciation charges, have set up 
special reserves for the replacement of 
facilities. Still others rely on the general 
contingency reserves established during 
or since the war, believing these adequate 
to cover the rise in replacement costs. In 
some cases no special reserves have been 
set up, but financial and dividend policies 
have been revised to provide funds for 
the purchase of new equipment at the 
higher prices.” 

Although no general conclusion as to 
prevailing business policy in this respect 
is possible on the basis of available data, 
some broad tendencies are indicated by a 
recent survey by the National Industrial 
Conference Board, the bank points out. 
The majority of executives responding to 
this inquiry, it was explained, agree in re- 
garding under-depreciation as a serious 
problem, and some take the view that 
costs are understated and profits over- 
stated unless allowance is made for the 
rise in replacement costs. 

Some companies, the bank explains, 
are more concerned at the prospect of 
high depreciation costs on equipment ac- 
quired at present prices than at inade- 
quate depreciation charges on older equip- 
ment. In the oil indystry, for example, 
capital expenditures in the next two years 
are expected to be equal to almost one- 
fourth of the present total investment in 
facilities. In addition, the bank finds, re- 
finery facilities now cost from two and 
one-half to three times as much per barrel 
of capacity as before the war. 

From the accounting standpoint, it is 
questionable whether the charging of de- 
preciation on the basis of original cost can 
be properly termed under-depreciation, 
the bank continues. To charge deprecia- 
tion at the old rate, distribute the profits 
as thus calculated, and finance the in- 
crease in replacement cost by the issue of 
new securities would appear to be a log- 
ical and theoretically sound accounting 
procedure. As a practical matter, how- 
ever, according to the bank, there are 
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To KNOW... 


Co GUESS is expen- 
sive when it costs 
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American Appraisal 
Service removes 
uncertainty about 
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probably few concerns that would not find 
it preferable to meet the additional re- 
placement cost to the greatest possible 
extent by reinvesting a share of earnings. 


More Pay, Less Hours 

Weekly earnings in manufacturing in 
December, 1947, averaged 11 per cent. 
higher than in January, 1945, according 
to figures of the Bureau of Labor Statis- 
tics. The average work week, however, 
in December, 1947, was 9.2 per cent. 
shorter than in January, 1945, the war- 
time peak. Average weekly earnings were, 
respectively: in January, 1945, $47.50; 
in December, 1947, $52.74. 


gnsteae ae «seh ig sa 1948 





377 














Meetings ¢ Of Local Contras 


Company Reports 
(Continued from page 341) 





ATLANTA May 25 
Topic: “Regulations of Utility Rates Dur- 
ing a Period of Rising Costs” 

Speaker: N. Knowles Davis, Chief Engi- 
neer of Georgia Public Service Commis- 
sion. 


BALTIMORE June 9 
Program: Golf and dinner. 
BOSTON May 26 


Program: Annual election of officers and 
social meeting. 


CHICAGO May 26 
Topic: ‘The German Problem” 
Speaker: Walter Lichtenstein, Secretary 


of the Federal Advisory Council of the 
Federal Reserve System (1926-1948). 


DALLAS May 28-30 
Program: Conducted tour of the plant of 
the Pool Manufacturing Company and 
weekend house party at Lake Texoma 
as guests of Interstate Cotton Oil Re- 
fining Company, Sherman, Texas. 


DAYTON June 10 
Program: Annual Ladies’ Night Party, 
held at the Wishing Well in Centerville, 
Ohio, and election of officers for the com- 
ing year. 


DETROIT May 25 
Topic: “Current International Situation 
and Meaning of Another War to Detroit 
Industry” 

Speaker: Colonel S. L. A. Marshall. 


DISTRICT OF COLUMBIA May 25 
Topic: “The Tax Court, Its Origin and 
Functions” 

Speaker: The Honorable Bolon B. Tuner, 
Presiding Judge of the Tax Court of the 
United States. 


HARTFORD June 11 
Program: Golf and dinner at the Indian 


Hill Country Club, Newington, Conn. 
Annual election of officers. 
INDIANAPOLIS May 27 
Topic: “The Revenue Act of 1948” 


Speaker: Troy G. Thurston, Partner, of 
George S. Olive & Company. 


LOS ANGELES iWiay 20 


Program: Company Problems of New 


Members 

Speakers: R. N. Carhart, Treasurer, Gen- 
eral Milk Co., Inc., Los Angeles; Frank 
S. Emerson, Assistant Secretary & Con- 
troller, Graham Bros., Inc., El Monte, 
Cal.; Thomas W. Parham, Secretary- 
Treasurer, Empire Productions, Inc., 
Hollywood, Cal.; Harold L. Macomber, 
Assistant Comptroller & Assistant Sec- 
retary-Treasurer, Willard Storage Bat- 
tery Company of California, Los An- 
geles; and Joe H. Willson, Treasurer, 
Payne Furnace Company, Beverly Hills, 
Cal. 


LOUISVILLE 
Topic: “Use and Occupancy Insurance” 
Speaker: K. R. Dunkin, Manager, Trav- 
elers Fire Insurance Company, Louisville 
Branch. 


May 26 


NEW ORLEANS May 18 
Topic: “Social Security Problems” (Round 
table discussion). 

Speaker: A. J. Sarre, Association of Com- 
merce. 


NEW YORK CITY May 20 
Topic: “Is Your Company Prepared for 
Rough Weather ?” 

Speaker: James C. Olson, Partner, of 
Booz, Allen & Hamilton, in New York. 


NEWARK May 24 
Topic: “The New Jersey Tax Situation” 

Speakers: William Kingsley, State Super- 
visor, Corporation Tax Bureau, Tax 
Department, State of New Jersey; and 
Richard Chislett, Executive Assistant, 
Chamber of Commerce, Newark, N. J. 


PHILADELPHIA June 3 
Program: Golf, dinner and entertainment. 


PITTSBURGH 
Topic: “Atomic Energy” 


May 24 


Speaker: Dr. J. A. Hutcheson, Director 
of Westinghouse Research Laboratories. 
PORTLAND May 21 
Topic: “Current Problems” (Open fo- 
rum). 

Leader: Frank A. Rostedt, Controller, 


Willamette Hyster Company, Portland. 
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researchers interviewed 1,242 employes 
in 64 companies, and also conducted 88 
depth interviews with labor union off. 
cials in 7 cities. Forty of the union off. 
cials hold office on a national scale 
while 48 are local union officials an 
shop stewards. The cross-section of 
companies whose employees were 
polled, 30 are manufacturers, 5 retail 
trade, 10 utilities, 11 railroads, bus and 
steamship lines; 3 banks, 2 publishers 
and advertising, and 1 insurance com. 
pany. Twenty employes were inter. 
viewed in each company, and out of 
every ten, one or two were executives, 
four white-collar, four factory or other 
labor. 

Summarizing this part of the survey, 
which constitutes a study in itself, be- 
cause of the various factors other than 
financial which were brought out, three 





ROCHESTER 

Topic: ‘Federal Taxes” 
Speaker: Ellsworth C. Alvord, Partner, of 
Alvord & Alvord, Washington, D. C. 


May 26 


ST. LOUIS May 25 
Topic: “Differences in Viewpoint Re- 
garding Generally Accepted Accounting 
Principles” 

Speaker: J. Harry Williams, Partner, of 
Haskins & Sells, St. Louis office. 


SAN FRANCISCO May 20 


Topic: “Background of the Crisis in Eu- 
rope 

Speaker: Michael Todorovich, Instructor, 
the Napa Junior College. 

SEATTLE May 27 
Topic: “Our Economic Relationship with 
Canada” 

Speaker: Barrett Green, Vice-President, 
The National Bank of Commerce of 
Seattle. 

SPRINGFIELD 


Program: Plant visitation at the Strath- 
more Paper Company in Woronoco and 
a steak roast at Strathmore Park. 


TOLEDO June 18 
Program: Golf, dinner and election of of- 
ficers for the 1948-49 year. 


TWIN CITIES May 28 
Program: Golf, dinner and annual elec- 
tion of officers. 
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facts stand out as'the major findings of 
the employe study. 

“First,” quoting this part of the Re- 

wt, “there is a great deal of ignor- 
snce by employes about the financial 
condition of the companies they work 
for. Second, there appears to be a lack 
of interest in acquiring additional in- 
formation about this and other phases 
of their company’s operations. Third, 
what interest there is among employes 

' getting additional facts is concen- 

ated largely on finding out how se- 
cur their jobs will be in the near 
future. 

“Such information as does reach the 
employe apparently comes primarily 
through top management, via speeches, 
letters or bulletins, or directly from the 
foreman or supervisor. On bargainable 
issues like employe benefits the union 
becomes the second most important 
source of information for its members, 
coming ahead of the foreman or super- 
visor, but still behind the direct chan- 
nel from top executives. Annual re- 
ports at present do not rate high as an 
important channel of communication 
between management and worker. 

“This lack. of interest in annual re- 
ports may be due to the fact that most 
workers never see them. Seventy-one 
per cent of the factory laborers and 41 
per cent of the white-collar employes 
report that the annual report of their 
company mever reaches them, and 
another 10 per cent and 17 per cent, re- 
spectively, say they see but seldom read 
them. The relatively few who do see 
and read them—40 per cent white-col- 
lar, 16 per cent factory—are inclined 
to think they tell the truth, and have 
few criticisms to make except that they 
are hard to understand in places. The 
brief version of the annual report, with 
tables expurgated, apparently appeals 
to employes the same way it does to 
stockholders. It promises more compre- 
hensible answers to the few questions 
both groups have about company fi- 
nances and policies.” 

The interest of the national labor 
union official is in information which 
will serve their special viewpoint in 
bargaining with company officials. 
While a few such respondents claim 
that annual reports contain willful dis- 
tortions, charges of concealing certain 
pertinent figures are far more frequent. 
They would like to be able to separate 
out of the total wage bill the executives, 
supervisors and employes not eligible 
for union membership, and also to 
break it down by separate bargaining 
units. Union officials also asked for 
complete cost breakdowns, inventory 
figures, data on depreciation and _ re- 
serves, and information on dividends 


paid to stockholders. 
In general, and in the long run, the 
labor leader has an interest in corpora- 
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tion reporting not greatly dissimilar to 
that of the financial analyst,” the Report 
declares, pointing out that some of the 
union research directors are just as well- 
informed and able to discuss technicali- 
ties of balance sheets and depreciation 
reserves. “Both parties want a lot of 
facts that the public and the ordinary 
stockholder have no use for. In time, 
the unions will probably add more staff 
economists to their payrolls and become 
as sophisticated as anybody. It would 
seem that the same detailed reports pre- 
pared for large stockholders and pro- 
fessional analysts would, with minor 
modification, suit them also.” 

The local labor officials and shop 
stewards, on the other hand, professed 
little interest in the annual report, other 
than to emphasize the need for broad 
information on matters which bear on 
job security. The depth interviews with 
this type of individual will bear careful 
scrutiny by industrial relations directors 
and others who are interested in labor- 
management relations. 


REPORT'S DISTRIBUTION 


Controllership Foundation is publish- 
ing a condensation of the Report, which 
will approximate 50 pages. This will be 
distributed free, upon request, to members 
of Controllers Institute. Other executives 


Tas CONTROLLER. ........-.. 


may obtain this 50-page report, at a cost 
of $5.00, by writing to the Foundation, 
One East Forty-second Street, New York 
LZ: 

The verbatim two-volume Report, in- 
cluding all tables and depth interviews, 
will likewise be published. Full informa- 
tion as to contents, price, etc., is also 
available from the Foundation. 


Bank Profits Declined 14% 


Net profits of the 6,900 banks in the 
Federal Reserve System were 14 per cent. 
lower in 1947 than in 1946, the Federal 
Reserve Board reported today. Net profits, 
after taxes, were $654 million for 1947, 
amounting to 7.9 per cent. on invested 
capital, compared with profits of 9.6 per 
cent. in 1946. 

Despite lower profits, the banks paid 
out $13 million more in cash dividends 
last year than in 1946. Dividend pay- 
ments totaled $280 million last year. 

Loans replaced Government securities 
as the main source of bank earnings in 
1947 for the first time since before the 
war. Earnings on loans were reported up 
by $266 million to a total of $1,038 mil- 
lion last year while earnings on Govern- 
ment securities totaled $917 million and 
were down $137 million from the 1946 
peak. 
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New Unclikile Wlentbcts Elected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 





At a meeting of the National Board of 
Directors of the Controllership Institute, 
held May 16, 1948, the applicants named 
below were elected to active membership 
in the Controllers Institute of America: 
NEAL J. ANDERSON 

Gunnison Homes, Inc., New Albany, 

Ind. 

WILLIAM F, ASHTON 
Bullock’s Inc., Los Angeles. 

W. E. BisHop 
Universal Concrete Pipe Company, Co- 
lumbus, Ohio. 

FREDERICK H. BLAKE, JR. 

American Book Company, New York. 
MILTON L. BRUEGGEMAN 

Star-Times Publishing Company, St. 

Louis. 

A. A. Buzzi 
Shell Oil Company, Inc., New York. 

ORVILLE S. CARPENTER 
Texas Eastern Transmission Corpora- 
tion, Shreveport, La. 

R. F. COLTRANE 
Southern Bell Telephone and Tele- 
gtaph Company, New Orleans. 

A. B. DILWORTH 
Northern Natural 
Omaha, Neb. 

CHARLES H. DOYLE 
Sun Shipbuilding and Dry Dock Com- 

| & ) 

pany, Chester, Pa. 


Gas Company, 


H. FALKENBERG 
A. M. Castle & Company, Chicago. 
GEDNEY T. FENTON 
Purex Corporation, Ltd., South Gate, 
Cal. 
FRANK FLAGG 
The Kansas-Nebraska 
Company, Inc., Chicago. 


Natural Gas 


EARL J. FOLSE 
The Times-Picayune Publishing Com. 
pany, New Orleans. 

ARTHUR M. GLOVER 


Battelle Memorial Institute, Columbus, 
Ohio. 
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THOMAS A. HANSBURY 

Waitt & Bond, Inc., Newark, N. J. 
WILLIAM O. HANSEN 

Wieboldt Stores, Inc., Chicago. 
EARL L. JOHNSON 


Thatcher Furnace Company, Garwood, 


N. J. 

JOHN T. KOLLEy 
Chicago Herald-American, Chicago. 

Myron W. KRUEGER 
Raymond Concrete Pile Company, New 
York. 

CHARLES H. LOCKTON 
E. R. Squibb & Sons International Cor- 
poration, New York. 

CHARLES L. MAULE 
Security Engineering Company, Inc., 
Whittier, Cal. 

RICHARD E. May, Jr. 
Industrial Indemnity 
Francisco. 

WENCEL A. NEUMANN, JR. 
DeLaval Steam Turbine 
Trenton, N. J. 

CHARLES W. NIELSEN 
Edgar Brothers Company, Metuchen, 
N. J. 

THOMAS G. PATTON 
Strawbridge & Clothier, Philadelphia. 

Max RUEBER 
Fuller Manufacturing Company, Kala- 
mazoo, Mich. 

JOHN W. Scott, Jr. 

Corn Products Refining Company, New 
York. 

V. DEWITT SHUCK 
The Hoerner Corporation, 
Iowa. 

ARTHUR W. SHUMAN 
A. O. Smith Electrical Manufacturing 
Company, Los Angeles. 

ADAM P. SLEDZ 
The Greyhound Corporation, Chicago. 

JOHN W. StToRMs 
McCall Corporation, Dayton, Ohio. 


Company, San 


Company, 


Keokuk, 


EpwARD N. VANSTONE 
Moore Business Forms, Inc., Niagara 
Falls, N.Y. 

C. ARTHUR WEIS 
Globe-Democrat Publishing Company, 
St. Louis. 

W. E. WEstT 
Farm Bureau Insurance Company, Co- 
lumbus, Ohio. 


Jury, 1948 





80 


Sound Clerical Incentives 
Declared Possible 

That sound clerical incentives can be 
established was the basis of the presenta- 
tion on “Incentive Compensation in the 
Office,” given recently by G. Z. Wollam 
Westinghouse Electric Corporation, be. 
fore the Baltimore Chapter of the Na- 
tiona: Office Management Association. 

Mr. Wollam considered the funda- 
mentals of clerical incentives to be as 
follows: 

1. Apply office incentives to clerical 
operations where there is a definite meas- 
ure of accomplishment. 

2. Apply incentives only after a sound 
system of installation and administration 
has been determined. 

3. Before a clerical incentive plan is 
installed, the office force should under. 
stand it and favor its installation. 

4. Select and train personnel capable 
of properly developing, installing, and 
administering the plan. 

5. Make certain that office procedures 
and clerical functions are properly co- 
ordinated before setting performance 
standards. 

6. Determine the relationship between 
departments, the work requirements, and 
the sequence of operations which must be 
followed. 

7. Establish sound and accurate per- 
formance standards. 

8. Provide a guarantee of permanency 
of performance standards against unwar- 
ranted changes. 

9. Be in a position to review with the 
employees affected the studies and data 
by which standards are established. 

10. Assign work to participants in an 
impartial manner without discrimination. 

11. Provide an adequate determination 
of current performance and proper ap- 
provals for incentive payment. 

12. Maintain an accurate 
control. 

13. Provide procedures for recognizing 
interruptions of work, delays, and othet 
irregularities not covered by performance 
standards. 

14. Provide a periodic audit of the 
measures of performance, authorizations, 
and approvals. 

15. Avoid any form of subsidization. 

16. Encourage employees to meet and 
exceed standard performance. 

17. Maintain a constant follow-up of 
procedures, systems, forms, departmental 
functions and relationships. 

18. Change performance standards 
promptly as changes occur in conditions 
which affect the incentive plan. 


attendance 
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